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THE AMERICAN MANAGEMENT ASSOCIATION 


The American Management Association is composed of industrial and 
commercial companies and executives interested in modern management. 
The AMA makes no profit, does no lobbying, and advances no propaganda. 
Its interests are solely the solution of current business problems. 


Organization and Operation 


The AMA serves its members through six divisions: Office Management, 
Insurance, Personnel, Finance, Marketing, and Production. Each of these 
divisions is headed and directed by a man drafted from industry. 


Conferences 


Each of the six AMA divisions holds at least one annual conference, 
where problems of timely importance in its field are discussed. Printed 
conference proceedings go to members of the divisions concerned. 


Information and Research 


The AMA Information and Research Department places at the command 
of every member company a trained research staff on management prob- 
lems. In addition, the AMA maintains a modern, up-to-date library of 
management books and business publications. 


AMA Periodicals 


Tue MANAGEMENT Review (monthly) contains digests of articles on man- 
agement appearing in over 400 publications, and brief reviews of current 
business books. It enables a busy man to survey all current topics of 
interest to him in less than 30 minutes. PERSONNEL (quarterly) publishes 
articles on employee selection, training, compensation, and the like. 
Business CONDITIONS AND Forecasts (monthly) gives a summarized 
analysis of the statements of seven of the foremost business services. 





Editor — James O. Rice, 330 West 42nd Street, New York, New York 
Assistant Editor — M. J. Dooner 


PERSONNEL is published quarterly by the American Management Association at 
330 West 42nd Street, New York, N. Y., at fifty cents per copy or two dollars per 
year. Vol. XV, No. 3, February, 1939. Entered as second-class matter August 8, 
1938, at the Post Office at New York, N. Y., under the Act of March 3, 1879. 


The object of the publications of the American Management Association is to 
place before the members ideas which it is hoped may prove interesting and in- 
formative, but the Association does not stand sponsor for views expressed by 
authors in articles issued in or as its publications. 
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A CASE HISTORY IN SALARY AND WAGE 
ADMINISTRATION 


By SAMUEL L. H. BURK 
Chief Job Analyst, The Atlantic Refining Company, Philadelphia 


Much has been written on the principles of wage and salary administration, but 
inadequate treatment has been given to their practical application and to the pit- 
falls and obstacles encountered in a job evaluation program. In the following 
article—one of the most comprehensive case studies on the subject that has 
appeared—the author describes the rate-setting procedure of The Atlantic Re- 
fining Company and discusses those difficult phases of a salary and wage adminis- 
tration program at which theories must be reconciled with practical considerations. 


HIS article does not deal, except incidentally, with the principles that 
are involved in salary and wage administration. It is concerned with the 
objectives adopted and procedures followed with respect to the determina- 
tion of wages and salaries at The Atlantic Refining Company in Philadel- 
phia. ‘This approach will enable operating executives to understand the 
principles involved and their practical application; it will disclose the kind 
of pitfalls that will be encountered and the obstacles that will have to be 
overcome, and will illustrate those points in the wage-setting procedure at 
which theoretical ideals come in conflict with practical considerations. 

It is impossible, in the scope of this article, to describe the detail of all 
the steps taken to accomplish the objectives laid down for the program. For 
this reason it has been necessary to omit standard instructions as well as 
refinements of procedure. It is believed, however, that this necessarily brief 
description will enable the reader to grasp both the principles and the 
essential steps in the wage-setting procedure that was followed. 

The author lays little claim to originality with respect to the plan 
described. Miss Eleanor Little broke down the wage rate in order to arrive 
at the weights to be assigned to previously defined degrees of the selected 
critical factors used in comparison. Eugene Benge* followed the same prin- 
ciple but used job-to-job comparison of all factors entering into the ap- 
praisal, rather than ‘previously defined degrees of selected factors. Other 
companies, to mention only a few, such as General Electric Company, West- 
inghouse Electric & Manufacturing Company (at the South Philadelphia 
plant), as well as a number of writers, in particular Mr. R. H. Rositzke, 
have used and written about certain of the forms, methods and procedures 
which were utilized in developing the plan herein described. The methods 
set forth in this article, therefore, represent an original combination of the 


*Benge, Eugene J. “Gauging the Job’s Worth,” Industrial Relations, February, March and 
April, 1932. Basic method for analysis of hourly-rated jobs shown in that article adapted to the 
requirements of this company, 
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better features of several successful plans. The application of the method 
to salaried positions and the construction of the difficulty and salary ranges 
are an original adaptation of results obtained by deductive processes in pre. 
vious installations. 


WHY A SALARY AND WAGE ADMINISTRATION PROGRAM? 

The Atlantic Refining Company and its subsidiaries are engaged in 
producing, purchasing, transporting, manufacturing and distributing activi- 
ties in connection with petroleum and its products. At the time of the 
initiation of the program described in the following pages, the company had 
already had a salary and wage administration program in effect for its 
office positions for several years. The new program was designed to cover 
manufacturing activities at four different refineries, and closely related ac- 
tivities at the main refinery in Philadelphia. Following the initiation of the 
program the coverage has been considerably extended. Inasmuch as certain 
phases of the office salary administration program are at the present time 
undergoing change, little further reference will be made in this article to 
the work as applied to office positions, although the principles may be advan- 
tageously applied to office workers. 

The need for some such plan or method was brought to the attention 
of the company early in 1934 more forcibly than had been the case in 
previous years. There were four problems, all interrelated, having to do 
with the question of salary and wage administration, 

The first problem to be met by the company was the fact that the job 
titles used and developed over many years were rapidly becoming obsolete, 
at least for rate-setting purposes. The job titles had little, if any, significance 
to men and management in general, because in a large number of cases they 
gave no indication of the work performed, afforded no reflection of the qual- 
ifications necessary to the performance of the work or of the varying degrees 
of responsibility, and were variously interpreted in different locations. This 
confusion was largely due to a combination of a number of factors, chief 


among which were the rapid growth of the industry, technological changes, } 


specialization of effort, over-simplification of titles in the past, and a natural 
tendency to employ customary terminology when describing new or revised 
occupations. 

As a result of the use of these inaccurate job titles, management found 
it almost impossible to compare jobs in various plants or even in different 
divisions of the same plant. There was no systematic, standardized basis for 
discussion of comparable work, rates, etc., with employees. Difficulty was 
experienced in hiring, promotion and transfer unless personnel department 
employees were quite familiar with the actual work of all the positions, but 
the chief difficulty was that top management was unable to give cogent 
consideration to wage problems. 
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The second problem requiring solution was the fact that different 
yardsticks were applied when setting wage rate differentials among the 
various jobs within the company. Because of the lack of some centralized 
method of rating jobs, varying weights were given to the same job elements 
by different department heads in recommending rates for new or revised 
positions. ‘here was a quite evident tendency to assign to new jobs the 
existing job title and the rate nearest to the new or revised job, rather than 
attempt to recognize actual differences both in title and in rate. Further- 
more, the setting of the lowest and highest hourly rates by the industry and 
the Government under the NRA made it extremely necessary to examine 
the relationship of the rate differentials in between. Employees from time 
to time raised questions as to rate differentials, but the company had no 
standardized bases for discussing and settling these questions in or among 
the various groups. 

The third set of problems revolved around the difficulty in determining 
dependable market rate comparisons. Questionnaires which sought infor- 
mation on comparable rates in outside concerns, and which used only job 
titles, gave very unsatisfactory results, because the company was never certain 
that the job titles were comparable among the outside companies or that 
differences in organization, working hours, operating methods, productive 
efficiency, etc., tended to distort the wage rate comparisons. Furthermore, 
when available data were secured, there was no way of indicating differences 
in title, difficulty and responsibility of jobs common to the market, or 
any way to interpret these differences for jobs not common to the market. 
When it was necessary for the company to employ individuals from different 
labor markets, whether the difference were geographical or in accordance 
with the type of work performed, there was no method for determining 
the effect of these differences on jobs of equal importance from the stand- 
point of difficulty and responsibility. 


The fourth set of problems arose from the lack of concentration of 
authority and responsibility at the proper organization levels in connection 
with recommendations and decisions covering changes in job content, 
general wage scale increases and decreases, or recognition of individual merit 
in granting increases to incumbents of positions carrying salary ranges 
rather than flat rates. 


OBJECTIVES OF PROGRAM 


In order that the foregoing questions could be solved, the following 
objectives were established for the work: 
1. To define the duties and responsibilities of all jobs in the manu- 
facturing and closely related departments, up to, but excluding, 
division heads (approximate maximum of $9600 a year), and to de- 
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termine the minimum qualifications to be required of incumbents 
of such jobs to insure successful performance. 

2. ‘lo compare the jobs so defined from the point of view of difficulty, 
responsibility and working conditions in order that the company 
could properly and equitably redistribute the existing payroll in 
accordance with the intra-company comparison. 

3. ‘To provide a means whereby jobs common to the company and out- 
side concerns could be compared as to job content and rate in order 
that all rates within the company could be tested against the out- 
side “market” or “going” rates. 

4. ‘To establish appropriate administrative machinery for maintaining 
the salary and wage administration plan and for recognizing, by 
differences in individual rates, variations in individual performance 
in jobs of equal grade. 


ORGANIZING FOR SOLUTION OF THE PROBLEM 


With the above objectives in mind, the next problem was that of allo- 
cating responsibility for the job analysis and evaluation program. Inasmuch 
as this was an extremely important step, the first consideration was whether 
or not it should be assigned directly to the president. At that time, in 
addition to his administrative duties, the president was actively in charge 
of the manufacturing function in which most of the job evaluation work was 
to be carried on. Furthermore, it was foreseen that the study would event- 
ually include functions other than manufacturing. However, it was clearly 
recognized that the administrative detail, at least in the initial stages of 
the work, would be of such quantity that good organization required dele- 
gation by the president to others. 

Job analysis and evaluation is undoubtedly an industrial relations 
function. However, in the particular case at hand, certain organization re- 
quirements necessitated two personnel departments, and there was a pos- 
sibility that the job analysis work would be required in the jurisdictions 
of both. 

It therefore seemed advisable to assign to some other executive the re- 
sponsibility for this work. At that time the treasurer of the company was 
coordinating the work of the two personnel departments; in addition, he 
was acting as the chairman of the committee administering the office salary 
plan, and was familiar with the principles involved. For all these reasons, 
the treasurer was made responsible for this function. It should be noted, 
however, that following the installation of the wage plan, certain changes 
having been made in the administrative personnel and organization of the 
company, the new president assumed general responsibility for the admin- 
istration of both salaries and wages. 

The next step was the selection of the personnel of the group to do the 
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necessary detail work. For group leader, the company had the choice of 
selecting some present employee, who was not familiar with job analysis 
and evaluation, or of employing the services of an experienced job analyst 
new to the company. It was recognized quite clearly that both choices have 
certain advantages and disadvantages, but management felt that work of 
this importance warranted the attention of a specialist. Past experience 
had shown that, in matters requiring an objective approach, the outside 
viewpoint is valuable. Moreover, those responsible for the work were of 
the opinion that, by securing a specialist, the company could eliminate the 
time and expense that would otherwise be required to determine methods 
of procedure and to develop necessary techniques. 

Individuals to fill the subordinate positions in the new department were 
selected both from within and without the existing company personnel. 
Their primary personal qualifications were analytical ability, judgment 
and tact. College training or its equivalent in practical experience was re- 
quired, with additional experience in business and industrial management 
or close contact with a number of actual plant operations. In the case of 
employees of the company selected to do this work, an attempt was made to 
select those who had worked in several departments, in order that they 
would be free from departmental prejudices. 


NEED FOR A GRADUAL APPROACH 


Because of the magnitude of the problem posed by the objectives estab- 
lished, experience seemed to dictate that a plant rather than a company- 
wide approach should be followed. The group involved in the study as 
originally planned consisted of 5000 hourly-rated workers (i. e., individuals 
paid on an hourly basis), who were distributed among four plants, the bulk 
of the hourly workers being located at the main plant in Philadelphia. In 
addition there were between 600 and 800 salaried workers who were engaged 
in various lines of endeavor related to manufacturing and distributed in 
about the same proportion as the hourly-rated workers. It was decided to 
begin with a study of wage rates of the hourly-rated workers at the Phila- 
delphia Refinery. Upon its completion, similar surveys would then be 
made of the hourly-rated workers in the other plants, and finally of the 
salaried workers in all plants. 

It is always dangerous to assume that the general techniques, forms, 
critical factors, and so forth, used in specific installations can be applied 
in full in other companies. Although past experience had indicated that 
these techniques could be adapted with reasonable success, an attempt was 
made to explore other practical avenues of approach before advancing too 
far with the procedures previously developed. Opportunity for exploration 
was limited by considerations of time and costs. At each stage of the pro- 
cedure, all individuals involved were supplied with detailed written stand- 
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ard instructions, containing step-by-step procedures and specific definitions 
of all terms to be used. In cases in which more than one individual are 
engaged in the work, the necessity of having all terms used on job specifica. 
tions defined in a standard manner, so that the same term means the same 
thing on every specification, cannot be overemphasized. 


PREPARING THE HOURLY-RATED JOB DESCRIPTIONS 


In order to prepare adequate descriptions of all jobs, it was first neces- 
sary to determine just what jobs were to be described. Fortunately, up-to. 
date organization charts of each department and division were available 
when the study was initiated. Had such organization charts not been avail- 
able, the job analysis staff would have had to prepare them. Working with 
the organization charts, the plant rate books, the payroll lists, and the 
supervisors, it was possible to determine how many men were on each job, 
how many men it would be necessary to interview on each job, and who 
were the best individuals on each job to interview. 


It could not be assumed that, because a certain group of men bore the 
same payroll title in one or more locations, the contents of the jobs so 
named were the same. It was therefore necessary to interview a represenia- 
tive number of men on each job at each location. Generally speaking, half 
the force was interviewed, except in cases in which the analyst could be 
certain that no slight differences in positions existed. In preparing the job 
descriptions as a result of the interviews, the instructions to the job analysis 
staff were to err on the side of too many descriptions rather than too few, 
as it is always easier to combine positions after rating them than to take 
them apart later on. It could not be assumed at this point in the procedure 
that differences in job elements would balance out in total value. In short, 
it was believed that the results of this first step should come as close as 
possible to the known and determinable facts and should be based upon 
the fewest possible number of assumptions. 


Reference has been made in the preceding paragraphs to interviews with 
the workers. It is our contention that the workers form the only reliable 
source of first-hand information, and that the interview should be made 
at the workplace. Experience has indicated that the use of questionnaires 
in the case of hourly-rated factory workers is impractical, although, as will 
be described later, they can be used advantageously in the salaried group. 
This is not intended as an implication that information or criticism from 
the supervisory force has no value. In fact, in practically every instance, at 
least the immediate supervisor of the workers involved was conferred with 
prior to the preparation of the job description, and he frequently was asked 
to check the statement of facts before the completed job description was 
submitted for the approval of the department head. 
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[ EXHIBIT 1 | INTERVIEWER'S ROUGH NOTE SHEET 
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It was considered good practice to follow organization lines, particu. 
larly in starting the work in a new department or division. At the inception 
of the study, the president prepared a letter outlining the reasons for, and 
the objectives of, the work which was to be begun. This letter was sent to 
all department heads concerned. Before undertaking the actual study of the 
jobs in any unit, some member of the job analysis staff made contact with 
the supervisor to seek his advice in connection with the manner in which 
the work could be carried out and to answer any question that he might have. 

The manager of industrial relations, at a meeting of the plant unit 
council, explained to the employee representatives the purpose of the pro- 
posed survey and answered their questions with respect to methods, policies 
and objectives. Notices explaining the plan to the workers and requesting 
their cooperation were prepared and posted by the unit council. Foremen 
of the smaller units were informed well in advance of the analysts’ arrival 
in their units, and prepared the employees for the interviews. Where pos- 
sible, the foreman took the analyst to the workmen and made the necessary 
introductions. 


MECHANICS OF THE INTERVIEW 


In order that the differences among the various classes of work might 
be more clearly defined, we attempted to study all jobs in each general 
class—e. g., pumpers, still operators, mechanics, etc.—rather than complete 
any one large organization unit at one time. The members of the job an- 
alysis staff were provided with a pad of forms entitled “Interviewer’s Rough 
Note Sheet” (see Exhibit 1). These rough note sheets were prepared on the 
basis of what past experience had indicated to be the probable information 
that could be secured. The forms were taken to the place in which the em- 
ployee to be interviewed was working, and various questions were asked, 
following the outline on the form. Answers given to the various questions 
were noted on the Interviewer’s Rough Note Sheet during the interview in 
the presence of the worker. 

The Interviewer’s Data Sheet (see Exhibit 2) was really a preliminary 
or intermediate specification form. For economy of time, it was prepared 
as a check list rather than a blank form. Its purpose was to aid the un- 
trained job analysts and to help crystallize the thinking of the chief job an- 
alyst with respect to the requirements of the final specification. 

After the analyst had interviewed the necessary number of employees 
in each position, he returned to the office, completed the Interviewer’s Data 
Sheet, and attached all the rough note sheets to the data sheet. It should 
be noted that the Interviewer’s Data Sheet is no longer used, inasmuch as 
the specification form especially designed for the company’s use has been 
prepared. Moreover, the analysts are now trained and can obtain the 
necessary information without the help of the Interviewer’s Rough Note 
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Sheet. Their questions are asked in the usual manner, but the answers to 
the questions are written on blank paper, and the specification is prepared 
directly from the rough notes taken at the time of the interview. 

After a representative sampling of all the jobs at the Philadelphia 
Refinery had been written up on the data sheets, the results were carefully 
analyzed, and the hourly-rated job specification forms (see Exhibit 3) were 
designed. A careful study of the information on the data sheets not only 
enabled us to design the specification form but confirmed our opinion that 
the five critical factors (to be discussed later), which had tentatively been 
selected as a basis for evaluation, would be satisfactory. The form shown 
in Exhibit 3 is the final job description blank on which the information jis 
typed. It must be re-emphasized that all terms used on the specification were 
specifically defined in written standard instructions. 


ANALYSIS OF SPECIFICATION FORM 


The first page of the specification form is used almost entirely for the 
description of duties, and the requirements of such a description need a 
more detailed explanation than examination of the form affords. The first 
paragraph or sentence under the description of duties contains a brief, 
specific description of the essential purpose and content of the work involved 
and indicates the differences between this and other jobs. This first para- 
graph or sentence is really a continuation of the identifying information at 
the top of the sheet, and serves only more clearly to define the job title. 
The subsequent paragraphs contain a statement of each of the duties as- 
signed, a brief reference to the manner in which they are performed, and 
the limitations of the decisions to be made and the responsibilities to be 
assumed. 

It will be seen, therefore, that the first paragraph is usually sufficient 
to identify the position in the minds of those generally familiar with the 
organization and the work therein, and that the detail following is not only 
essential to the accurate rating of the position but constitutes a necessary 
record for future reference. Such detail is particularly valuable at a later 
period when claims are made that the duties and responsibilities of the 
position have changed. 

In defining the qualifications necessary for the successful performance 
of the job, we leave the realm of fact and are starting the rating procedure, 
because, for the present at least, any question of qualifications or require- 
ments must to a considerable extent be a matter of opinion. It is debatable 
whether these questions should be determined at this time by the analysts or 
should be considered later by those who are responsible for evaluation. At 
The Atlantic Refining Company the analysts were made responsible for es- 
tablishing the necessary qualifications. In defining these requirements, the 
job analysts were instructed to use minimum qualifications in all cases. It 
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is exceedingly difficult if at all possible to arrive at any common agreement 
as to average qualifications, and especially to define maximum qualifications. 
It is our opinion (and our experience has borne out this belief) that most 
satisfactory results are obtained if the appraisal is limited to the minimum 
qualifications that are necessary for an individual to perform satisfactorily 
after a minimum learning period. With respect to minimum qualifications, 
therefore, each analyst was asked to determine them after taking into con- 
sideration the opinions of selected workers and their supervisors. The an- 
alysts were instructed to do this on the basis of standard terminology well 
defined in written instructions. 

When the specifications were completed, they were sent to the appro- 
priate department or division heads for approval. It is important to secure 
the unqualified acceptance of the entries on the job specification by the 
supervisory force before the rating procedure starts. In a great many in- 
stances, particularly in the case of the higher-grade salaried positions, the 
specification may be referred for criticism to the employees concerned as well 
as to their superiors. Judgment must be exercised, however, because in- 
ability on the part of certain employees correctly to interpret the standard 
terminology may cause unnecessary misunderstandings. 

' When the specifications were sent to the head of a given unit, they 
were accompanied by a memorandum setting forth the major objectives of 
the job specification, and containing the more commonly used definitions. 
Conferences were held whenever necessary to clear up misinterpretations or 
points at issue. Such conferences were the exception rather than the rule. 
In certain instances, however, when the executive was asked to approve the 
new rates established by the evaluation process, objections were raised to 
the specifications which had served as a basis for appraisal. It developed 
that only a cursory approval had been given. It was necessary therefore to 
make certain changes in a number of specifications before agreement on the 
rating of the jobs could be secured. This experience indicated that all ap- 
proving heads of units should be fully informed as to the importance of 
their acceptance of the facts and opinions recorded on the specification form. 


DEVELOPING A MEASURING-STICK AND GRADING 


The next step was the determination of the critical factors which should 
be used in measuring differences among jobs. In the opinion of the writer, 
all the various factors which make one job more or less difficult and im- 
portant than another may be grouped under three general headings: 

1. The Complexity or Difficulty Group 

Under this caption are grouped those qualifications which the in- 
dividual must bring to the job. The appraisal must indicate the 
degree to which the various duties in a given job call upon the use 
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of these elements. Specifically, this heading includes such items as 
basic intelligence, education, training, specialized past experience, 
general background, learning and proficiency time, etc. Various jobs 
require different amounts of mental effort, physical effort and skill, 

2. Responsibilities Involved in Job 

The second group of elements deals with differences in moral or 
accountable load placed upon the incumbent of the position, in as- 
suming which the incumbent must exercise the requirements de- 
scribed in the preceding class. In this group are included respon. 
sibilities for men, material, equipment, markets, money, methods 
and records. 

3. Working Conditions Surrounding the Job 

The third group of elements has to do with the working conditions 
under which the responsibility is assumed and the requirements ex- 
ercised. 

Experience in other installations has indicated that this classification 
may not be suitable for all industries or companies, inasmuch as the general 
groupings set forth above do not permit of adequate differentiation, par- 
ticularly with respect to mental requirements, skill and physical attributes. 
It should be noted, however, that the use of too many factors will compli- 
cate the application of a point-rating scheme to such an extent that the very 
fine lines of distinction drawn between each of the many factors will be 
difficult for both workers and operating executives to grasp. Installations 
in other concerns vary widely in the number of factors considered, and 
rating schemes have been drawn up that range from three to 50 critical 
factors. The ideal situation is to arrive at a number of factors which will 
satisfactorily indicate differences in positions without too great detail. 


BREAKDOWN OF GENERAL GROUPINGS 


A study of the completed data sheets mentioned in preceding para- 
graphs indicated that a breakdown of the general groups used in other com- 
panies would be satisfactory here. It was necessary to break down the 
complexity group into three parts, as follows: 

1. Mental effort, which includes all the factors involving basic in- 

telligence, education and general training. 

2. Skill, which includes all the factors involving specific working 
knowledge and past experience applicable to the position being 
graded. 

3. Physical effort, which covers physique required, other physical 
qualifications, and energy expended. 

In appraising the hourly-rated jobs, it was found that little difficulty 

would be encountered in comparing the responsibility elements in total for 
most of the hourly-rated jobs. This was not true, however, in the case of 
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the higher-grade salaried positions. It was unnecessary to break down the 
working conditions group. It is quite easy to conceive of other industries 
which might have to divide the working conditions element into two or 
more critical factors. For example, in a highly hazardous industry it might 
be necessary to break down working conditions into surroundings and 
hazards. 

The solution of the next problem is one which gives anyone consider- 
ing the use of a point-rating system considerable concern, namely, determin- 
ing the relative weights to be assigned to each of the critical factors. In 
determining total differentials to be assigned to various positions, the gen- 
eral practice has been to use a few “key” or “anchor” jobs within an or- 
ganization, which could be more or less readily compared with similar posi- 
tions in other companies. Rates for specialized positions within the or- 
ganization have been determined by over-all comparisons with “market” 
rates for the key or anchor jobs. It is believed that the basis of this 
method is sound, inasmuch as the average market rate balances most of 
the economic and other factors entering into wage rates in general. It is 
true that such a procedure has no theoretical justification from the point 
of view of equitable distribution of the proceeds of production, but it has 
the practical advantage of being the only available basis for determining 
wage scales and rates in the present competitive system. The method used 
in this installation is a refinement of this general practice, in that it repre- 
sents an analysis of the elements which, in total, make one job more or less 
valuable than another, and a pooling of judgment with respect to the rela- 
tive contributions of groups of similar elements to the total differentials. 

The first step undertaken was to select a representative group of stand- 
ard hourly-rated jobs, the rates of which ranged at intervals from some- 
where near the lowest to somewhere near the highest rate, which had been 
in existence long enough to be well standardized, concerning which there 
had been no question as to the adequacy of the rates, and which had been 
generally used in past wage-setting as bases for comparisons with outside 
rates. If possible, they should contain a fair percentage of jobs which 
are common at least to the industry in the locality being studied. 

With the above requirements in mind, 15 key jobs were selected. This 
selection was based not only on the opinion of the job analyst but also on 
conferences with the manager of industrial relations and others who had 
been engaged in wage administration. 


RATING COMMITTEE 


Thus far in the procedure, we had employed what might be called a 
scientific approach. At some point in any procedure having to do with the 
human factor, the ability to obtain results on a scientific basis ceases, and 
the judgment of a competent, unprejudiced group must be pooled to arrive 
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at the final result. It is recognized that this result will be subject to all the 
errors of human judgment. The only way to reduce the number of such 
errors is to obtain as many opinions as is consistent with progress in the 
work. It therefore became necessary to add a committee to assist the job 
analysis staff in developing a measuring-stick. Four operating executives 
and the head of the employees’ unit council were selected as the personnel 
of the committee. 


The new committee of 10 people, composed of five job analysts and 
five operating representatives, was given copies of the specifications for the 
15 key jobs selected. The entire committee was requested to study the job 
specifications and to raise any questions in connection with job content, 
responsibilities and requirements which would be necessary for a complete 
understanding of the key jobs. The first committee meeting was devoted 
entirely to an explanation of the method to be used and a thorough dis- 
cussion of the 15 key jobs. 


RANKING THE KEY JOBS 


At the conclusion of the first meeting the members of the committee 
were given a key-job ranking sheet, on which they were asked to rank all 
the key jobs for each of the five critical factors—mental effort, skill, physical 
effort, responsibility and working conditions. The jobs were ranked in 
such a way that the job requiring the least mental effort, skill, physical 
effort or responsibility was placed as No. 1 on the scale, and the job with 
the highest amount was listed as No. 15 on the scale. In the case of work- 
ing conditions, the job with the most agreeable conditions was ranked No. 
1 on the scale, and the job with the least favorable conditions was ranked 
No. 15. Each member of the committee was requested to keep no record 
of his rankings, and none was told that this step would be repeated later. 
The 10 members of the committee, at the expiration of about 10 days’ 
time, returned their ranking sheets, and after approximately another 10- 
day interval were asked to rerank the 15 jobs. When the results of this 
reranking had been turned over to the chief job analyst, the committee 
was asked to rank the jobs for a third time. 


When each of the 10 members of the committee had ranked the 15 
key jobs three times in each of the five critical factors, 30 ranking estimates 
had been secured, from which an average estimated rank for each job in 
each critical factor was computed. Analyses of the results of this ranking 
were sent to all members of the committee, and at a subsequent meeting 
the averages for each factor were discussed by the entire committee. After 
very lengthy discussion, the average ranks of a few of the key jobs were 
changed by majority vote of the committee, and final agreement was se- 
cured. All records of previous ranking estimates or of agreed-upon rank- 
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ings were returned to the chief job analyst, in order that no references to 
such records could be made during the following step. 


KEY-JOB RATING SHEET 


Two weeks after this was done, each member of the committee re- 
ceived a key-job rating sheet. On this sheet the 15 key jobs were listed 
vertically in job number order. (Serial numbers were used for all jobs, 
as well as titles, in order to reduce the clerical work involved.) ‘The serial 
numbers were listed in the extreme left-hand column, and in the extreme 
right-hand column the existing rate per hour for each key job was given. 
Each of the five vertical columns in between represented one of the critical 
factors. Each of the 10 members of the committee was then asked to dis- 
tribute the prevailing hourly rate for each key job among the five critical 
factors in such a way that the number of cents per hour assigned to the 
five critical factors for that key job represented the individual member’s 
opinion and judgment as to the weight which should be given each factor 
for that job. When the committee member had completed his horizontal 
breakdown for each key job, he was asked to examine the vertical rela- 
tionships among all key jobs for each factor in order that the amount as- 
signed to each key job for mental effort, for example, would also be in- 
dicative of the estimate of the appropriate ranking of the key jobs in that 
critical factor. 

Naturally, in some cases each member had difficulty in finding enough 
money in the total rate for some of the key jobs to enable him to place 
those jobs in their proper rank under any critical factor. On the other hand, 
there may have been some key jobs in which the assignment of all the cents 
per hour meant throwing one or more critical factors out of line with re- 
spect to other jobs. If the ranking were correct, in the first case it would 
be an indication that the job in question was underpaid, and in the second 
case that those particular jobs were overpaid. 

The results of the first key-job rating were turned over to the chief job 
analyst, and the rating operation was repeated in the same manner as in 
the ranking procedure. The number of cents per hour assigned to each 
key job in each critical factor was also averaged, and the results of this 
averaging process compared with the agreed-upon ranking. In the case of 
five key positions, the agreed-upon ranking and the average rating were out 
of line to such an extent that it appeared evident that the jobs could no 
longer be used as key jobs. Following a meeting of the committee in 
which these discrepancies were discussed, the five jobs were eliminated as 
key jobs. 

As a result of this process, the job analysts were supplied with a mea- 
suring-stick for each of the critical factors, each measuring-stick having 
10 points at unequal intervals along the scale from the lowest-rated key job 
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to the highest-rated key job. Note that the minimum and maximum 
amounts assigned to any one critical factor did not necessarily mean that 
such amounts were to be considered as minimum or maximum for any 
other jobs which might have to be rated later, but represented only the 
lowest and highest amounts encountered in the key jobs. 


GENERAL RATING PROCEDURE 


Armed with this measuring-stick, the five members of the job analysis 
staff then proceeded to rate all the other 1000 hourly-rated jobs against the 
scale provided by the work of the combined committee. It was at this stage 
of the work that the validity of the initial assumption that the key jobs 
were correct was further checked. Each of the five members of the staff, 
having rated several hundred other jobs, checked the rating of each of the 
key jobs when the key job appeared inj its serial number order; thus if any 
of the analysts felt that the initial key-job rating was incorrect for any 
critical factor, he was at liberty to recommend a change. 

When all jobs in the study had been rated for mental effort, the 
analysts reported their individual ratings at a meeting of the staff. In 
cases in which wide discrepancies among individual ratings were reported, 
a thorough discussion of the differences of opinion was held, and as a re- 
sult of this discussion each of the analysts was given an opportunity to in- 
dicate a second choice. If there were no changes from the first to the 
second choice, or if no second choice was necessary, the first choices were 
averaged. If there were some changes, the results of the second choice were 
averaged, and these averages for all jobs were reported to the other five 
members of the committee. 

The other five members of the committee were asked to criticize the 
mental effort rating and by majority vote to change any average ratings 
which had been reported by the job analysis staff. 

While the results of the mental effort rating were being studied and 
discussed by the other five members of the committee, the job analysis staff 
proceeded with the rating for skill; and when that work was completed, the 
results were also reported to the committee, but not until the committee 
had agreed upon the mental effort rating. It was at this point that the 
volume of work required from each of the operating members of the com- 
mittee seemed to be excessive. The total number of jobs was therefore 
divided into seven general “type-of-work” groups. For example, Group | 
covered the operating positions in connection with the processing of the 
products; Group 2 covered all unskilled-labor positions; Group 3, all main- 
tenance jobs; etc. Each of the five operating members of the committee 
was then assigned one or more of these groups, depending on his familiarity 
with the work of the group. 

From a practical standpoint, there were not enough corrections sug- 
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gested by the operating members of the committee to warrant all the effort 
involved in a detailed study of the ratings assigned to the critical factors. 
Although this procedure had worked out successfully in previous installa- 
tions, in this particular installation it was decided by the committee that 
separate approval of each of the five critical factors would require too much 
time from their work. The factors of physical effort, responsibility and 
working conditions were therefore not referred individually to the com- 
mittee, although the author heartily recommends following the detailed 
procedure wherever it appears to be practical. 

When the job analysis staff had completed the ratings for all five critical 
factors, one critical factor at a time, the points assigned to each job were 
totaled, and the total of these points represented the new recommended 
rate per hour for that position. The five operating members of the com- 
mittee were then given the complete details of these new rates by “type-of- 
work” groups, and were asked to criticize and discuss them with the job 
analyst. As a result of these discussions, the recommended new ratings 
for a number of jobs were changed slightly. It should be noted that the 
previously agreed-upon and prevailing rates for two of the original key 
jobs were changed and that, while the original key jobs served as a pre- 
liminary measuring-stick, they ceased to serve as the only basis of compari- 
son as soon as a representative number of other jobs had been appraised. 


WAGE GRADATIONS 


It was necessary then for some other type of checking operation to be 
applied to the results of the committee’s work. In the first place, it was de- 
cided that under no known method of determining rates could intervals as 
small as one cent per hour be adequately appraised or justified. For that 
reason, jobs were rated in grades at three-cent-per-hour intervals, so that a 
job receiving either 54, 55 or 56 points, for example, would be placed in 
the 55-cent class, and those receiving 57, 58 or 59 points would be placed 
in the 58-cent class, etc. 

All the jobs in every department were then listed in the order of their 
point or cent classes, the list showing not only the three-point intervals 
to which the jobs had been assigned, but the actual total number of points 
and the critical factor ratings. A departmental list was then sent to each 
appropriate department head for criticism, discussion and approval. ‘The de- 
partment heads, in written standard instructions, were requested to offer 
suggestions as to appropriate changes in the total mathematical gradings, 
but if they had any objections to offer, to suggest the critical factor rates 
which should be changed in order to arrive at what they believed to be 
the correct grade. 

The department heads returned the copies of these departmental rating 
lists to the job analyst with their comments written thereon. A period of 
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several weeks was spent by the chief job analyst and the assistant job analyst 
in discussing, with individual department heads, recommended changes in 
their departmental rates and in arriving at agreed-upon new rates. This 
work required concentration on the part of the analysts, because they not 
only had to bear in mind comparable jobs in the department being dis. 
cussed, but had to refer to ratings given comparable jobs in other depart- 
ments. However, the agreements were finally secured, and the results of 
these agreements were ready for the next checking operation. 

The second check consisted in submitting to the plant management 
a list of all jobs in the entire plant grouped first by point class and then by 
department within each point class. The detailed rating was not put on 
this list; only the total rate was shown. These lists were discussed by the 
plant manager and his assistant with all department heads concerned. The 
discussions brought out apparent errors in the over-all interdepartmental 
comparison. The job analyst then checked these apparent errors interde- 
partmentally with department heads, returning to the use of detailed points 
as the basis on which to secure agreement. 

As a result of the immediately preceding steps, the second objective 
was achieved—namely, to compare jobs within the company so that the 
existing payroll could be more equitably distributed. It should be noted 
that a payroll based on the new rates would have resulted in an increase 
of only 0.46 per cent in the old payroll, although some change in rate was 
recommended for a majority of the jobs. However, further comparison 
with actual rates showed that the lower-grade jobs tended to be overpaid 
and the higher-grade jobs to be underpaid. This indicated that the slope 
of the line which might be drawn to represent the relationship between 
points and actual cents per hour paid had to be corrected. This correc- 
tion was not made, however, until the completion of the next step in the 
procedure. 


PRICING THE DIFFICULTY AND IMPORTANCE SCALE 


Theoretically, before any wage scale may be installed as a result of 
the preceding steps, it is necessary to check the existing wage scale against 
market rates. Practically, however, in this installation, management was 
aware of the fact that other petroleum refining companies in our locality 
had announced a 5 per cent general wage increase, and that some such 
step might have to be taken in our company. ‘Therefore, at the time at 
which the difficulty and importance scale was completed, it was necessary 
for the management to consider the advisability of adding 5 per cent to 
our revised rates. 

In order that the installation of the new scale would not be unduly 
postponed, only a very sketchy market survey was made at this time, in 
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order to determine whether the approximate slope of the line which rep- 
resented the average relationship of difficulty to wage rates was correct. This 
study was made mostly by telephone calls to managements of other petroleum 
refineries in the district. While it was realized that the information so 
obtained would undoubtedly contain a number of inaccuracies, it was con- 
cluded that in general the revised rates, plus 5 per cent, compared favor- 
ably with the average of competitors’ rates. Consequently, the results of 
the wage scale revision, plus the 5 per cent increase, were installed on 
March 16, 1936, eighteen months after the initiation of the study. (See 
Exhibit 4). 


CONVERSION FACTOR 


The details of the point rating are not changed when general wage in- 
creases or decreases are effected. The total point rating, corresponding to 
cents per hour prior to March 16, 1936, is known as the “base rate,” and all 
jobs within the company are compared on this basis. ‘The actual wage rate 
is determined by the use of a “conversion factor,” which represents the ratio 
of the actual wage rates to base rates. For example, the 5 per cent increase 
in March of 1936 resulted in a conversion factor of 1.05; that is, wage 
rates equaled 1.05 times the base rate. This eliminates the necessity of 
recomputing the details of the appraisal every time a general wage increase 
or decrease is made. Furthermore, jobs in different locations or labor mar- 
kets can be appraised on the same basis, but carry different actual wage 
rates, the relationships of which are expressed by the varying conversion 
factors applied. 

When the new wage scale was installed, those individuals who were 
still overpaid despite the 5 per cent increase were not reduced in rate. 
Those who were underpaid in relation to the 5 per cent increase were raised 
to their correct rate. It was announced that, should future general wage 
scale increases be granted, overpaid individuals would not participate in 
such increases until the amount of their overpayments had been eliminated. 
The 0.46 per cent increase in the total payroll due to revision of base rates 
was augmented by the 5 per cent increase in the general wage scale and by 
an additional 0.46 per cent resulting from not reducing overpaid individ- 
uals; thus the total increase in the payroll, taking all factors into considera- 
tion, was 5.9 per cent. 

The question of market comparison was still one requiring thorough 
analysis. During the fact-finding phases of the study at the Point Breeze 
(Philadelphia) Refinery, the chief job analyst found that the wage rates 
in other refineries carried geographic differentials that he believed 
should be validated. Acting on this recommendation, management con- 
sented to make a survey of costs of living and geographic differentials at 
Franklin, Penn., Pittsburgh, Penn., and Brunswick, Ga., to determine what 
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basis, if any, could be used for justifying existing differentials. The ser- 
vices of Dr. C. Canby Balderston of the Wharton School of the University 
of Pennsylvania were obtained to guide this work. He was assisted by 
members of the industrial relations department. A very thorough report 
prepared by Dr. Balderston and his associates indicated that no reliance 
could be placed upon cost-of-living differentials as indices of rate differ- 
entials in various localities, and that our only dependable index would be 
a market rate study based upon certain selected key or anchor jobs. The 
results of the study afforded proof that the wage scales in the various lo- 
calities were different, and also that the slopes of the lines comparing points 
to wage rates were different. Dr. Balderston’s recommendation was, there- 
fore, that differentials be based upon a line representing the average rela- 
tionship of difficulty to hourly wage rates in each locality. 


MARKET COMPARISON STUDY 


The company’s wage scale had not yet been completely validated by 
comparison with the Philadelphia labor market. The industrial relations 
department, with the cooperation of the job analysis staff, selected 30 or 
40 anchor jobs, and prepared a questionnaire containing condensed job de- 
scriptions of the anchor jobs. These jobs were believed to be common 
either to the petroleum industry or industry in general around Philadel- 
phia, or both. The questionnaires were mailed to executives in other com- 
panies. ‘They were asked to study the job descriptions and determine 
whether or not similar jobs existed in their organizations and to note 
outstanding points of difference. Two weeks after the questionnaires were 
mailed, representatives of the job analysis and industrial relations depart- 
ments called upon each of the individuals to whom the inquiries had been 
sent, and discussed each job that appeared similar to the jobs described in 
the questionnaire. 

For purposes of this initial study, only those jobs which were similar 
or contained very minor differences were finally used in the computation 
of the average market rate, although in subsequent studies it has been pos- 
sible to rate major differences on the basis of our mathematical evaluation 
scale, so that a larger sample can be secured for comparative purposes. 

In addition to the rate paid for similar jobs, all information in connec- 
tion with hours of work, number of hours per week, privileges granted, 
vacations, sickness pay, etc., was secured in order that outstanding differ- 
ences in these respects could be properly weighted. Actually, it was nec- 
essary to eliminate rates from the comparison when such differences made 
it impossible to arrive at a reasonably correct mathematical rating. Such 
factors as number of hours a week could of course be equated, but matters 
having to do with sickness allowance, vacation privileges, differences in 
performance, etc., could not be accurately measured. 
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As a result of the study, the comparison shown in Exhibit 5 was se- 
cured. From this chart it will be seen that the hourly wage rates of the 
petroleum industry are considerably higher than those of the non-petroleum 
industries, which were generally on a 40-hour-a-week basis as against the 
36-hour-a-week basis in the petroleum industry. The difference in slope 
of the old Atlantic line, the new Atlantic line, the petroleum industry and 
industry in general should be noted. It was concluded that, even eliminat- 
ing the difference in number of hours per week, the petroleum industry 
must be our guide in setting our wage scales, and that our action in chang- 
ing the slope of the line, which resulted from the revision of the wage scale, 
tended to place the company in line with the general market trend. 


ADMINISTRATION 


Solution of the problem of compensating individuals for performance 
better than that of their co-workers on the same job is primarily an indus- 
trial relations and industrial engineering function and not one of job eval- 
uation. However, the question of establishing ranges of rates on hourly- 
rated jobs was raised by the job analysts. The consensus among the man- 
agement group was that, while such ranges of rates were theoretically sound, 
they were too difficult to control practically without some method of mea- 
surement which may later be developed. 

Therefore, aside from wage incentive plans installed by the industrial 
engineering department, the only manner in which differences in perform- 
ance can be recognized in the present hourly wage structure is by prefer- 
ential treatment of the more efficient workers when promotions are made. 
In this connection, the industrial relations department is using the job 
specifications prepared by the analysts as a basis for determining lines of 
promotion. 

A wage control committee was organized as a mediating and arbitrat- 
ing body. In the case of disagreement among the job analysts, the indus- 
trial relations department, and operating department heads in connection 
with rates for new and revised positions, or in the case of complaints by 
employees in regard to comparative rates, which cannot be settled by the 
operating department heads and the industrial relations department, this 
committee acts as final mediator and arbiter. To this committee were 
delegated also responsibility and authority for administering the salary 
plan to be described in the following section. 


THE SALARIED POSITION STUDY 


The same principles and techniques for analysis and measurement as 
were used in the study of the hourly-rated jobs were applied in studying and 
rating salaried jobs. Detailed descriptions of the various steps in the study 

















Name(s) SALARIED JOB SPECIFICATION 
O. D. Williams ° 
P. L. Adman Gr No. 5071 
Position Jr. Engineer Dep’t Res. & Dev. Se teen 
Sec., Loc., etc. 4th Floor, Res. Bldg. Supersor” ASSt. Chemist 


—? 


FUNCTION: Under general supervision of assistant chemist, is engaged 
in operating laboratory equipment an@ conducting experimental research 
on specific problems of an embryonic nature which have shown suffi- 

cient promise in the preliminary study to warrant additional research. 


JOB CONTENT: Receives from assistant chemist assignments of specific 
problems involving experimental research, with an explanation of the 
theories, general methods of attack, and objectives to be attained. 
Conducts laboratory experiments along lines imlicated; from observa- 
tion and results obtained, and from discussions with superior, plans 
further details of investigation. Makes own decisions on changes in 
procedures and apparatus. Tabulates, correlates and analyzes data 
collected, and gives same to assistant chemist to be incorporated in- 
to monthly general progress reports. May be delegated to prepare speci- 
fic cvrogress reports personally. 


If nature of problem reauires, makes search of the literature for 
available pertinent data. Operates laboratory equipment already con- 
ceived and fabricated, or discusses proposed layout of new equipment 
with superior, suggesting features of the design ani construction, ani 
upon approval, cooperates with mechanical design groups in securing 
and setting up the lesboratory equipment, or may set up equipment per- 
sonally, depending on complexity of apparatus. Discusses proposed 
test prozram with assistant chemist and gets decision on basic proce- 
dures; conducts tests, varying conditions of temperature, pressure, 
charging rate, etc., trying various chemicals and analyzing results 
to determine further course of work. Records conditions under which 
tests were conducted and pertinent data in notebook; makes calcula- 
tions necessary to put data into usable form; vrepares graphic presen- 
tations of results. Reports results of investigation to assistant 
chemist. Such problems mipht include the investigation of the use of 
diluents to increase cracking yield, etc. Scope of work includes lab- 
orstory research on embryonic problems ususily of an organic chemical 
nsture. 
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Min, Add’l Working Knowledge to be Acquired on Job 


Remarks 


6 months. 
Practice Time to Reach Minimum Proficiency None. 
Promote from: 65037; 5047 Promote to: 8-1536; 5022; 5023 
5-1513 


9-5018; 5010; 152 


(reverse side) 
mary of Responsibilities 





Materials—-Laboratory supplies: processing--raw, finished. 
Equipment—-Laboratory; operating, maintaining, planning—tools. 
Methods-——}Development, execution, selection: Research. 
Records——Reports: Research--originating. 


eg. Working Hours; Required Overtime 8:30 to 5:00-<—5 days. Occasionel overtime. 


forking Conditions Stand and sit-—normal laboratory hazards. 


wsonal Qualities Analytical ability 357; Thoroughness 25%; Originality 20%; Cere 10%; Prac- 
ticality 10%. 


inmum Starting Requirements: {§ Intelligence Grade 


Educational & General Knowledge College 4, required; chemistry or chemical engineering. 


Specific Working Knowledge General familiarity with leboratory technique and with chemica) 
and physical characteristics of petroleum and petroleum products. 


Where & How Acquired 4 year experience as a lower-grade junior chemist. 


Age Limits & Other Physical Factors 22 to 40. 


Research procedures, plus experience in investi- 
gation work. 


Minimum Time to Learn 
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of salaried positions would, for the most part, duplicate the preceding de. 
scription of methods used in the study of hourly-rated jobs. For the sake of 
brevity, but not to lessen the emphasis on the salaried position survey, there- 
fore, this description of the extension of job analysis and evaluation work 
will cover only the differences between the salaried and hourly-rated job 
studies rather than a repetition of the entire procedure. 

In securing the facts in connection with the salaried job study, question- 
naires* were used prior to any individual contact with the employees. An 
Individual Job Description Form was sent to all salaried employees on any 
job to be studied. Each employee filled in his answers to the questions on 
the form. The Supervisors’ Qualification Questionnaire was filled in by the 
immediate supervisor of the employees, but only one such questionnaire 
was used for each job, regardless of the number of employees on the job. 
The individual questionnaires were returned to the job analyst, either di- 
rectly or through the supervisor, and the appropriate individual question- 
naires were attached to the corresponding supervisors’ questionnaires. The 
supervisor was not asked to describe the duties of the position. This omis- 
sion was made for several reasons, chief among which were that the amount 
of detailed clerical work required in describing the duties of a large number 
of positions under any one supervisor would prove onerous, and that ex- 
perience has indicated that few supervisors are familiar with all the duties 
of their subordinates. 

Upon receipt of the questionnaires, the job analyst examined them for 
discrepancies in opinion in connection with the qualifications necessary, and 
also for discrepancies in statements of duties by the various individuals in 
the position. As a result of this examination, he attempted mentally to 
prepare a job specification form and found a large amount of necessary in- 
formation missing. He prepared notes in connection with the additional in- 
formation that he had to obtain, and interviewed the necessary number of 
employees in the position. 

Following the interview, the salaried job specification (see Exhibit 6) 
was prepared, and approvals secured. 

Analysis of a representative sampling of completed salaried job specifi- 
cations indicated that the same five critical factors used in the hourly-rated 
job study could be used in the appraisal of salaried positions, with the ex- 
ception that in the higher-grade jobs it was found necessary further to break 
down the responsibility factor. Use of the same factors enabled us to com- 
pare hourly-rated and salaried jobs, which is advantageous, particularly at 
those points at which the lower-grade salaried positions and the higher 
hourly-rated jobs overlap in importance. For this reason, base points were 
computed on a “cents-per-hour” basis. In cases in which only salaried posi- 





*Interested individuals or concerns may obtain copies of these questionnaire forms by writing 
to the author. 
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tions are to be appraised or there is no need to compare hourly-rated and 
salaried positions, other companies can use dollars per week or per month 
as base points, rather than cents per hour. Responsibilities for men, ma- 
terials, equipment, money, methods, markets and records were appraised in 
such a manner that the total of the detailed points for these factors could 
be compared to the total responsibility points in the hourly-rated jobs. 

Appraisal of relative weights to be assigned to “responsibility for men,” 
“responsibility for money,” etc., was made on the basis of moral or account- 
able load placed upon the incumbent of the position for direct loss or im- 
provement in each subheading. The responsibility for each subheading 
was considered only when it was directly assigned; e. g., if spoilage of ma- 
terial resulted in loss of money, responsibility for material, not money, was 
rated. “Responsibility for men,” for example, covered safety, performance, 
discipline, labor relations, selection, placement, training, incentives, base 
rates, job assignment, promotions, surroundings, physical conditions, legal 
obligations, and/or miscellaneous welfare activities. 

Actually, when reporting the ratings to department heads, or to the com- 
mittee for approval, the various factors under responsibility are not listed; 
only the total responsibility points are shown. Should there be some dis- 
agreement or a request for further information in connection with the 
responsibility ratings, the comparative responsibility totals can be validated 
by detailed point ratings. In practice, the additional seven responsibility 
factors are used only by the job analysts. (See Exhibit 7.) 

Salaried positions are assigned to grades which have minimum and 
maximum salary limits, and individuals receive salary rates within these 
limits rather than flat rates. Salary ranges overlap from grade to grade, and it 
has therefore been necessary to set up point ranges for all grades, progressing 
in the same manner as the salary scales. The method described below for 
determining point ranges for the various grades is not so difficult as the de- 
tailed description would make it appear; reference to Exhibit 8 may clarify 
the following paragraphs. 


ESTABLISHING POINT RANGES 


In order to set up the point ranges, experience required that certain 
factors be recognized. Point scales set up in the past had been most success- 
ful when the point maximum of any one grade was equal to the geometric 
midpoint of the grade immediately above it, and also to the point minimum 
of the second grade above it. Furthermore, the more successful plans contain 
ranges in any one grade in which the maximum points are between 20 per 
cent and 334 per cent greater than the minimum points. Inasmuch as un- 
certainty existed as to the selection of a satisfactory range of points for this 
installation, two point scales were prepared, one having a range of 25 per 
cent from minimum to maximum, and the other a range of 334 per cent 
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from minimum to maximum. The 25 per cent range was finally selected, 
so further discussion of this subject will be based on the consideration of a 
25 per cent point range rather than a 334 per cent point range. The adop- 
tion of a 25 per cent scale means that the maximum points will equal 1.25 
x the minimum points, and that the rate of progression from grade to grade 
will be equal to the square root of 1.25, or 1.118. With these ratios as a 
basis, 49 points—that is, the lowest hourly-rated job interval—was selected as 
the geometric midpoint of the lowest salary grade. The point minimum of 
the lowest salary grade would, therefore, be 49 divided by 1.118, and the 
point maximum, 49 multiplied by 1.118. The minima, midpoints and 
maxima for other grades can be secured by multiplying progressively by 
1.118 for as many grades as necessary. Actually, in order to cover the range 
included in the salary study (the maximum was approximately $10,000 a 
year), it was necessary to set up 18 grades on the 25 per cent scale. (Had the 
334 per cent scale been used, there would have been only 15 grades.) 

However, it will be noted that the scale just described overlaps from 
grade to grade, so that it would be impossible definitely to assign a job with 
any given number of points to any single grade, as any certain total number 
of points might fall in one of two grades. It is necessary, therefore, to devise 
a means of eliminating this overlapping for selection purposes only. This is 
done by dividing the geometric midpoint of each grade by the square root 
of 1.118, or 1.057355, to arrive at a “selection minimum,” and to multiply 
the midpoint by the same figure to arrive at a “selection maximum.” The 
results of these computations provide a point scale in which the selection 
maximum of any one grade is equal to the selection minimum of the grade 
immediately above it. This scale eliminates the overlapping except at the 
selection minimum and selection maximum points. Therefore, the selection 
minimum of each grade is arbitrarily increased one point in order com- 
pletely to eliminate any overlapping. The result of these computations pro- 
vides a point scale which, with a given number of points, places any job 
directly in the appropriate grade. (See Exhibit 7.) 

As in the hourly study, salaried key jobs were selected and rated, and 
on the basis of the measuring-stick set up, the other jobs were rated. How- 
ever, due to the fact that our primary measuring-stick had been provided 
by the completion of the hourly-rated job study, and also because of the 
fact that the staff was more experienced in the rating work, no appraisal 
committee was employed for the tentative approval of the point ratings. 
Points for the responsibility subheadings were determined by a ranking 
and rating procedure similar to that used for appraising the five chief critical 
factors in the hourly-rated jobs, except that the staff did the work alone 
rather than in conjunction with a committee. 

As soon as the rating was completed, intradepartmental point ratings 
were submitted to individual department heads for approval, but the de- 
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partment heads were not advised at this time as to grades or rates. That is, 
they approved the ranking of their salaried positions in accordance with 
points assigned, although they were told that jobs reasonably close to each 
other in points would be placed in the same grade and would receive the 
same salary treatment. Considerable pains were taken to secure detailed 
approval from the department heads in this important step, with the result 
that a number of errors on the part of the job analysts were called to their 
attention, and appropriate corrections were made. The weights assigned to 
the various critical factors, including the seven subheadings under the 
responsibility factor, were also checked in these discussions. 

As soon as each department head had approved his intradepartmental 
rating and ranking, the results of the agreements were submitted to the wage 
control committee on two grading bases; that is, the members of the com- 
mittee were asked to select either the 25 per cent or the 334 per cent difhi- 
culty range on the basis of their opinion as to better grading of the jobs. 
involved. No mention was made as to actual point ranges or salaries. As 
has been said, the 25 per cent range was selected, and with the exception of 
one change in a job grading, the recommendations of the analysts and the 
department heads were combined on a large chart which indicated the inter- 
departmental grading of all salaried positions involved. Copies of this ten- 
tatively approved interdepartmental chart were then distributed to all de- 
partment heads with the request that they examine the grading of jobs in 
their own departments, and bring to the attention of the job analyst ap- 
parent errors in gradings of jobs in other departments with which they were 
sufficiently familiar to comment upon. 

Individual and group discussions of the interdepartmental gradings 
were held by the job analyst and the department heads. A few corrections 
were agreed upon, subject to the approval of the committee, and a very few 
cases on which the department head and the job analyst could not agree 
were referred to the committee. —The committee approved the agreed-upon 
changes and acted as arbiter in cases on which agreement could not be 
reached. It must be noted again that, up to this point, no reference had 
been made to salary rates or ranges. 


DETERMINATION OF SALARY RATES 


The next step was the conversion of the point ranges to actual salary 
rates per week. In order to guide management’s decisions in this matter, a 
scatter diagram was prepared with the points plotted on the “X” axis and 
the actual existing salaries on the “Y” axis. The computations based on 
this scatter diagram indicated that the average ratio of actual salaries to 
points was slightly less than that for the hourly-rated jobs. The slope of the 
existing salary line in relation to difficulty points bore the same apparent 
error as that originally found in the hourly-rated line; i. e., there was a ten- 
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dency for the lower-grade jobs to be overpaid and the higher-grade jobs to 
be underpaid. 

Inasmuch as the salaried positions carried with them certain vacation, 
absentee and other privileges not made available to the hourly-rated em- 
ployees, the committee decided (subject to future labor-market investiga- 
tion) to adopt the existing average ratio of conversion. It was believed that 
this slight difference between the actual average and 1.27 for hourly jobs 
was a fair measurement of the difference in privileges. Furthermore, past 
experience has always indicated that there is a tendency for the employees 
as a whole to move toward the maximum of the grade, and, unless turnover 
and promotions are higher than the past 10 years’ experience would indicate, 
the average rate will gradually move toward the maximum of the grade, 
rather than tend to maintain a balance at the average point. Precautions 
against such a concerted movement are taken by the periodic preparation 
of departmental scatter diagrams showing the positions of all individual 
salary rates within the grade limits as well as the average departmental 
ratios of salaries to points. 

Examination of an exact conversion of the 25 per cent point range to 
a 25 per cent salary range indicated to most members of the committee, as 
well as to the job analyst, that such a salary range would not be sufficient to 
indicate normal differences among individuals in the salaried jobs, or to 
provide sufficient progression within the jobs for the type of individual so 
employed. It was therefore decided to apply a 334 per cent salary range to 
the 25 per cent point range. This was done by multiplying the midpoint of 
each grade by the standard 40 hours per week, and multiplying the results 
of this computation by the conversion factor, or ratio of points to actual 
salaries, to arrive at the salary midpoint for each grade. The salary mid- 
point for each grade was then divided by the square root of 1.334 to arrive 
at the salary minimum, and multiplied by the same figure to arrive at the 
salary maximum. 

It was further decided to have four step rates in each grade in addition 
to the minimum and the maximum, and that each step would be approxi- 
mately 6 per cent higher than the preceding step; that is, the normal salary 
progression would be about 6 per cent of the preceding salary. (The actual 
figure is the fifth root of 1.333.) This completed the construction of the 
salary scale. (See Exhibit 9.) 

The work has been extended to cover a large number of activities not 
included in the original program. Salary administration with respect to any 
general class of employees should be handled by competent executives who 
are, in general, familiar with that type of work. At the present time, there- 
fore,. salary and wage administration in The Atlantic Refining Company 
for departments coming within the scope of the program is handled by 
three committees, the chairman of each reporting directly to the president 
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in this connection. The office salary committee handles all clerical workers 
regardless of location. The plant salary committee handles all manufac. 
turing and closely related activities. The Southwest salary committee handles 
all crude producing, crude pipe line and closely related activities. The job 
analysis department consists of one chief job analyst and three divisional 
job analysts, each of the latter acting in a fact-finding and rate-recommend- 
ing capacity for one of the three committees. The divisional job analysts 
are assisted by four job analysts who are assigned to the various divisions 
in accordance with the demands of volume of work. The director of office 
personnel, the director of plant personnel, and the supervisor of personnel 
in the Southwest act as secretaries for their respective committees. The 
manager of industrial relations has been made a member of all committees, 
in order to coordinate and standardize salary and wage administration 
policies and procedures. 

It will be seen from the above description of the organization that the 
success of the salary and wage administration program depends upon close 
cooperation of the chairmen of the several committees, the industrial re- 
lations department, and the job analysis department, all these three groups 
acting as checks and balances upon the others. 

The industrial relations department is now engaged in research con- 
cerned with individual merit-rating of employees, in order to increase the 
accuracy with which individual performance can be determined. At the 
present time, prior to the completion of the studies made by the industrial 
relations department, the supervisor of each employee receives a request 
for salary recommendation from the industrial relations department on each 
worker’s anniversary of employment. This request involves a statement of 
the employee’s progress during the past year, and requires either a request 
for granting an increase to the next step rate, or reasons for not making 
an increase recommendation. Disagreements between the industrial relations 
department and the department head are arbitrated by the appropriate 
salary committee. 

All hourly-rated and salaried positions are periodically reviewed to 
check for changes in content and responsibility. When such changes are 
found, rates or grades are altered accordingly. 


SUMMARY 


To the extent that the plan outlined in the preceding pages is depen- 
dent upon judgment, it is not scientific. Salary determination is incapable 
of exact treatment, but analytical methods may be employed so that rational 
appraisals may be secured. This method is based upon a scientific approach, 
and salary and wage administration has been systematized to a greater 
extent than formerly. The use of a sound “point method” of some kind 
provides a record whereby reasons for grading or rating can be determined 
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at any time in the future, and serves as a better basis of discussion of rates 
and salaries with the employees, as well as one medium whereby payroll 
costs may be controlled. 

The method used in this installation results in greater accuracy and in 
closer agreement on the part of management and employees as to consider- 
ations involved in valuing services. It is recognized by all concerned, how- 
ever, that the results of the grading and rating method are not conclusive, 
as there are too many factors of opinion involved, and that all those 
engaged in the work must be open-minded enough to be willing to change 
their past judgments when sufficient facts or further considerations are 
brought to their attention. 

The details of arriving at the measuring-stick and at the salary rates 
and ranges require concentrated, painstaking effort. However, the results 
of the use of the measuring-sticks and of the point ranges are easily under- 
stood, and no difficulty has been experienced in explaining to employees 
or department heads the reasons for some jobs having been graded higher 
or lower than others. In fact, particularly in the case of the hourly-rated 
employees, a willingness to cooperate in the use of the point scale set up has 
been evidenced, and these employees are now questioning our ratings on the 
basis of the scale rather than on more general considerations. 

The method used will, in most companies, involve quite a change in 
established procedures, which is bound to create antagonism unless the 
entire program is properly presented and every possible attempt is made to 
“sell” the principles involved to those who are to aid in it# administration. 

It is recognized that the critical factors used can, and theoretically 
should, be reduced to finer distinctions. That is, a greater number of sub- 
divisions of critical factors could be used, which would probably increase 
the accuracy of the rating scale. Practical difficulties encountered in securing 
complete understanding with respect to very slight, hairline distinctions 
among a larger number of factors is an important consideration that pre- 
vents a further breakdown. 

It is also recognized that an organization’ structure involving three 
separate committees with a possibility of one more leaves room for minor 
differences in administrative technique. It is believed that all the practical 
steps necessary to eliminate such differences have been taken by coordinat- 
ing all job analysis work under one head and placing the manager of 
industrial relations on all committees. The fact that the committee chair- 
men report directly to the president of the company in matters relating to 
salary and wage administration, plus the fact that the president is familiar 
in detail with the principles involved, further decreases the danger of 
wide variation in administration. 

In short, therefore, the plan does achieve the desired objectives with a 
practical degree of accuracy and without too many theoretical complications. 








GOVERNMENT RUNS A BOOKKEEPING FACTORY 


By JOHN J. CORSON 
Director, Bureau of Old-Age Insurance, Social Security Board 


In a remodeled warehouse and bottling plant along Baltimore’s waterfront, 4000 
Federal employees are engaged in “the biggest bookkeeping job in the world’’—the 
tabulation and maintenance of 42,000,000 old-age insurance accounts. The distinc- 
tive personnel problems encountered in the management of this vast working force 
—one-third of which is unionized—are described in this highly interesting article 
by the Director of the Bureau of Old-Age Insurance of the Social Security Board. 


: keeping of more than 42,000,000 individual employee earnings ac- 

counts under the Federal old-age insurance program has been described 
as “the biggest bookkeeping job in the world.” It is, as well, an exacting, 
challenging, administrative venture. Operating costs are subject to constant 
scrutiny. These millions of records are handled by modern mechanized 
methods. The process is, in many respects, similar to a belt-line production 
process. Unlike typical government employment of a clerical or stenograph- 
ic nature, employment at this task is somewhat factory-like in character. The 
vast volume of work, and a compelling time schedule, necessitate the use of 
two shifts; personnel recruitment and training and employee relations are 
planned and managed on a large scale; unionization is comparable to that 
in industry. 

While voluminous, the task of establishing and maintaining these mil- 
lions of individual employee earnings records is basically simple. Its pur- 
pose and its nature may be summarized as follows: 

An employer reports the amount of wages paid to each of his employees 
in each quarter of a year. This report is forwarded to the nearest Collector 
of Internal Revenue with a check to cover the employer’s tax and the taxes 
he has deducted from his employees’ wages. After checking the tax pay- 
ment against the return and detaching the taxes paid, the Collector forwards 
the report to the Accounting Operations Section, Bureau of Old-Age Insur- 
ance of the Social Security Board. 

Here, by means of mechanical punching, sorting, and tabulating ma- 
chines, civil service workers transpose the wages reported for each worker 
from the employer’s report to an individual ledger sheet for each worker. 
This ledger sheet is the individual employee’s old-age insurance account. 
In the end, his wages during the last three months of his working life are 
added to all his other taxable wages since 1936, so that when he retires, 
after he becomes 65 years of age, this account shows a cumulative total of 
his lifetime earnings. Upon this total his old-age retirement annuity is 
computed. 

There were those who said the work of recording the earnings of so 
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many millions of employees—many of them migrating recurrently from sec- 
tion to section—could not be accomplished. Yet it is being done. It is being 
accomplished with 4000 skilled operators and clerks, the accuracy and 
economy of whose efforts is made possible by the use of more than 600 
electric accounting machines in a series of precisely controlled coding, 
punching, verifying, sorting and filing operations. 

Similar machines, however, had never before attacked a job of as great 
magnitude (though not complexity.) For example, the normal production 
schedule calls for the individual punching of 600,000 tabulating cards a day. 
On a single day, May 20, 1938, nearly one and a quarter million items were 
posted to individual ledger accounts. As much mail is handled each day as 
is received in a typical city of 30,000 population. Hence, to cope with this 
volume the machines had to be supplemented with the best techniques of 
modern management and personnel administration. 

At the start there was the difficult problem of finding a location suitable 
and adequate to accommodate the large number of employees, machines and 
voluminous files. No such space was available in Washington in 1936—or 
since. After an exhaustive search, a 12-story building which had been a 
warehouse and bottling plant was located along Baltimore’s waterfront. Re- 
modeling the space available for this particular use presented its difficulties. 
There was hot water on only one floor, and with so many employees, ade- 
quate rest-room facilities were essential. Proper ventilation had to be 
planned. The elevator service was inadequate for so large an organization. 
Governmental regulations permitted the expenditure of a sum equal to 
only a quarter of the first year’s rental for the adaptation of this property. 
Yet, as remodeled and equipped, within a brief span of months, this build- 
ing offers large areas of open, well-lighted and ventilated space which permit 
an expeditious flow of work. 


WORKING FORCE 


In November, 1936, the assignment of social security account numbers 
was commenced. These numbers are assigned to insure the accurate credit- 
ing of the individual earnings of each of the thousands of employees with 
similar or identical names. Applications began flowing in at the rate of a 
quarter of a million a day. To handle this flood of incoming applications, 
it had been necessary to recruit within the prior six weeks 2000 employees, 
many of them for work requiring the possession of special skills and 
techniques. 

All employees were recruited in accordance with the Civil Service Rules 
and Regulations. A few employees possessing the requisite skills could be 
transferred from other Federal civil service agencies using similar mechan- 
ical procedures. By far the larger number were, of necessity, appointed from 
existing civil service registers. The Federal Civil Service Commission, how- 
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ever, could not have been expected to be prepared immediately to provide 
registers containing the requisite number of persons with the particular 
skills needed. Punch-card and tabulating-machine operator registers were 
soon depleted. Large numbers of typists and clerks consequently had to be 
recruited and trained. Typists were trained as punch-card machine oper- 
ators, and subsequently trained in operating posting-machines. Male file 


clerks were trained to operate tabulating machines. Other clerks were » 


trained in coding employee applications for account numbers. 

By January, 1937, 2500 employees—punch-card, tabulating- and posting- 
machine operators, file clerks, coding clerks, supervisors and technicians— 
were working on the establishment of old-age insurance records. Since that 
time, as the volume of work has increased, the personnel has grown apace 
until in January, 1939, the number of employed approximated 4000. Of this 
total about 55 per cent are male and 45 per cent female employees; in this 
total are included 149 negro employees. 

All occupy positions classified in the “clerical, administrative, and fiscal 
service” by the Federal Civil Service Commission. The bulk of these posi- 
tions are classified in the lowest grades (CAF-1 and CAF-2) at annual sala- 
ries of $1260 or $1440. The average annual wage for employees of the 
Accounting Operations Section slightly exceeds $1450. Each employee is 
entitled, in accordance with the Federal civil service law, to 26 days’ annual 
leave with pay and 15 days’ sick leave during each year. Every employee 
works 39 hours a week, and the whole staff is divided between two shifts of 
seven hours daily—from 8:00 a.m. to 3:30 p.m., and 4:00 p.m. to 11:30 
p.m., with a half-hour lunch period for each shift. Two rest periods of 15 
minutes are provided for each shift. 

The receipt and recording of quarterly individual earnings reports de- 
mand rigid adherence of a 90-day production cycle, and require meticulous 
accuracy. Exact production and accounting controls are maintained. The 
posting of earnings to individual employee accounts, for example, is accom- 
plished by 16 carefully defined operations. Control punch-cards accompany 
all work through each operation. These cards permit the daily determin- 
ation of the volume of work in each operation of the process. Simulta- 
neously they yield basic data for the objective study of the output of each 
operator and each organizational unit. The periodic analysis of these cards 
permits evaluation of the individual clerks’ accuracy, quantity of output, 
and efficiency. 


THE PERSONNEL PROBLEM 


The management of this working force at the previously described tasks 
constitutes a distinctive problem in personnel administration. Its distinctive 
characteristics arise from four factors. 

In the first place, the bulk of all work assignments is relatively simple, 
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repetitive and routine in character. More than 300 employees, for example, 
constantly punch tabulating cards at the rate of more than 2000 cards per 
day; an equal number of employees are engaged exclusively on the insertion 
of fiber strips into the master index of all employees, at the rate of about 
700 strips per day. A thousand employees perform filing operations, while 
the bulk of the remainder operate sorting, tabulating and posting machines. 

In the second place, recruitment yielded a relatively young working 
force. ‘The average age is about 27 years; the modal age is 23 years. The 
following summary shows the age distribution of the total working force: 


Nieee ON 6c cediew iow snes 1.5% 
CNSR ir oyu cas Sloss) wera toluene 66.5% 
NN oi) Svcs orci ko ww elio eae 24.5% 
MMM. Bacobtcv cin a ciias Gieecsr etek 6.5% 
BE SL GEE. 6 0 5/6 oder sare 1.0% 


Thirdly, the working force is, on the whole, well educated. ‘This was in 
part the result of unfavorable employment conditions in private industry 
in the years following 1930, when many college-trained persons filed applica- 
tions for civil service positions as typists, clerks and machine operators. The 
total of 4000 employees includes 376 college graduates, 557 persons who 
have completed two or more years of college work, and an additional 328 
persons with at least one year of college credit. In total, this working force 
includes 1261 employees, or approximately 30 per cent, who have education 
above the high-school level. 

A final factor which has contributed to this distinctive personnel ad- 
ministration problem is the recruitment of many employees from distant 
sections of the country. Less than 20 per cent of the employees were resi- 
dents, prior to their recruitment, of the area within 150 miles of Baltimore. 
More than half of the total personnel came from residences more than 300 
miles distant to accept positions here; approximately 25 per cent had re- 
sided west of the Mississippi River. 


EMPLOYEE ACTIVITIES 


To meet the peculiar needs of this working force, a variety of efforts 
have been made to adapt these individuals to their work assignments, and to 
enable them to adjust themselves to a new work and home environment. 
These efforts have assumed a number of forms. 

The employees, of their own volition, have engaged in a variety of 
activities. Foremost among these was the establishment of three unions. 
These are locals of the National Federation of Federal Employees, the 
American Federation of Government Employees, and the United Federal 
Workers of America; their combined membership includes perhaps one- 
third of the total number of employees. The programs of each union have 
exhibited considerable differences. Each has, however, conducted a number 
of social and recreational functions for its respective members. Each has, 
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in addition, represented individual members at times in discussing, with 
administrative officials, grievances relating to promotions, adherence to a 
“promotion-from-within policy,” work assignments, and working conditions 
—such as substitution of posture chairs for stenographic chairs, the seating 
arrangement of individual clerks, and the closing down of operations on 
excessively hot days. Regular meetings with representatives of the employee 
unions have been held monthly, or more frequently, as requested. The 
representatives of these unions are urged to express frank opinions as to 
work problems and employee interests, in order that a democratic form of 
management might be achieved. Their efforts have made possible a better 
mutual understanding and the cooperative solution of a number of prob- 
lems arising from the needs of this particular group of employees. 

Other employee-sponsored activities serve a variety of individual in- 
terests. An athletic council has been organized, and opportunity is pre- 
sented to employees for participation in nearly every sport. Complement- 


ing these activities are such activities as choral singing, dramatics, hikes, | 


picnics, boat rides and dances; and other social efforts are periodically 
planned by the employees of individual organizational units. 

A Federal Credit Union organized by the employees includes over 1700 
members. This union provides credit facilities for a considerable number 
of its members. A non-profit hospitalization group offers hospital services 
at a nominal sum. 

The cooperation of the personnel office with employee groups and 
organizations has included assistance, when requested, in organizing groups 
and in enabling them to secure space, equipment and other facilities for 
these supplemental activities. A dance for the entire personnel is sponsored 
by the personnel office annually. 


PROMOTION POLICY 


The basic desire of this relatively young, and well-educated, working 
force is the prospect of advancement. While still in a period of growth, 
the Social Security Board offered substantial opportunities for advance- 


ment. The previously described control records provide objective data for | 


the appraisal of individual employees. As positions have evolved, it has 
been possible to ascertain promptly those qualified for higher positions. 
Here the annual service rating required by the Federal Classification Act 
is a basic factor. Employees are rated annually by their supervisors, sub- 
ject to review and appeal, on an objective rating sheet. This rating and 
other pertinent information are recorded on a punch-card for each em- 
ployee. This card records such data as age, education (major subjects), 
experience, special skills (machines), annual service ratings, and the com- 
pletion of in-service training courses. The mechanical sorting of these 
cards permits the classification of employees with particular combinations 
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of experience or training required for a specific position. For example, a 
list of college graduates under 30 years of age, with major work in eco- 
nomics or mathematics, and at least one year of experience in statistical 
work, for assignment to a junior research position can be obtained within 
the time required for the mechanical sorting of a limited number of tabu- 
lating cards. 

With so much readily available data for the individual employees of 
a large working force, it has been possible to fill by promotion from within 
a large proportion of all positions above the clerical level. Throughout, 
the effort has been made to fill as many higher-grade positions as possible 
by promotion from within. Practically the only exceptions to this rule 
have been made in filling positions requiring an unusual technical back- 
ground or particular skills. 

The Civil Service Commission gives its regular quarterly non-com- 
petitive promotional examinations to allgemployees who request the op- 
portunity to take such examinations. Employees are assisted in arranging 
for review courses in local business-training institutions, colleges and uni- 
versities in preparing for these examinations. Passage of such examinations 
qualifies the employees for advancement to higher-grade positions, and to 
date has resulted in almost automatic promotion. While the staff of the 
entire Social Security Board has grown materially since its origin, more 
than 300 employees of the old-age insurance section have been promoted 
to positions in other sections of the Board. A greater number have been 
promoted to higher-grade positions within this section. 


WORKING CONDITIONS 


These employees also desire pleasant, healthful, comfortable working 
conditions. Much has been accomplished in assuring the efficiency as 
well as the safety and comfort of the employees. A large volume of fans 
and equipment has been installed to improve ventilation throughout the 
entire working area. The building, while of heavy, simple construction, 
has permitted the effective use of ventilating equipment. Numerous ex- 


periments have been conducted in the selection of lighting facilities for 


work in large areas of filing cabinets. For employees at the posting ma- 
chines, who ordinarily stand, adjustable, leaning seats have been installed; 
for male employees in the double-decked files, movable safety steps equipped 
with guard-rails are provided. In excessively hot weather, employees are 
regularly dismissed with no loss of pay. During July and August, 1938, 
operations were discontinued because of excessive temperatures on six 
separate days. Further physical improvements are discussed frequently 
with employee representatives with a view to providing working conditions 
of the best possible character within the resources available. 

To assist these employees further in adapting themselves to new work 
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assignments, a comprehensive program of in-service training has been in- 
stituted. This training has been of three principal types. First, it was 
necessary to train many employees in such skills and techniques as the 
operation of punch-card machines, sorting and tabulating machines, and 
in clerical operations. During the first year of operation, it was necessary 
to limit in-service training activities to such technical training. 

Subsequently, an extensive program of training designed to orient 
the employee in his particular job and its relation to the entire social se- 
curity program has been undertaken. To date, 3000 employees have volun- 
tarily enrolled in orientation training courses, given half on working time 
and half on the employees’ personal time. This training consists of 17 
weekly lectures which depict the economic and social background of the 
Social Security Act, the work of the Bureau of Old-Age Insurance, the pur- 
pose of maintaining employee earnings records as a basis for the provision 
of old-age security, and other material designed to acquaint the employee 
with the over-all scheme of which his job is but one part. 


ADVANCED ORIENTATION COURSE 


This preliminary training is supplemented by a more intensive orienta- 
tion course lasting 29 weeks. This training is offered to a limited group 
who evidence the greatest interest and ability in the preliminary course. 
The latter course begins with an analysis of social and economic trends 
affecting social legislation, restates the problems confronting the Presi- 
dent’s original Committee on Economic Security, and analyzes separately 
each of the several provisions of the Social Security Act. It further con- 
siders the significant differences between private and social insurance, and 
between American and foreign social insurance systems. Students are given 


lists of books and articles on social insurance and public administration, 


which are circulated prior to the discussion of each topic. This course 
finally includes an analysis of the administration of old-age insurance, in- 
cluding a review of the operations of each major division of the bureau. 
The third, and most fruitful, training effort has consisted in the train- 
ing of supervisors. An intensive program of supervisory training was com- 
menced in April, 1938. This training is conducted through round-table 
conferences of supervisors and group leaders. At each round-table confer- 
ence, not more than 20 supervisors meet with the chief personnel officer 
and the administrative head of the Accounting Operations Section. The 
personnel officer leads the discussion of previously outlined questions, and 
endeavors to stimulate individual supervisors to participate in the inter- 
change of frank opinions. The personnel officer is responsible for ac- 
quainting each supervisor, through these conferences, with an understand- 
ing of personnel handling, employee relations and good supervisory prac: 
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tice and techniques. This objective, however, is to be attained through 
group discussion rather than official instruction. 

The resources of any Federal agency for employee welfare activities 
are either very limited or nonexistent. Without resources, these activities 
are in turn drastically restricted. The Bureau’s personnel staff has had to 
content its professional ambitions and administrative needs with only the 
most basic services. From the start it has been necessary to provide a 
housing service for new employees. The large numbers of employees 
brought into an unfamiliar city have been assisted in finding convenient, 
comfortable rooming-houses and apartments. 

Subsequently, as these new employees have gained experience at their 
work, an effort has been made to place each employee where he or she 
will be most useful. An intensive placement program provides for the 
interviewing of each permanent employee at least once each year. During 
the original probationary period of six months, the employee is rated three 
times by his or her supervisors. These ratings are reviewed by the place- 
ment officers. Where the rating is low, the employee is interviewed and 
reassigned to work for which he is better adapted, prior to the conclusion 
of the probational period and the dismissal or retention of the employee. 

Finally, a nursing service is available. An emergency hospital room is 
maintained in the building, equipped with beds and all necessary clinical 
equipment. ‘Three nurses are on duty on each shift. Two nurses remain 
in the building, and the third nurse visits employees absent from work on 
sick leave. Employees are treated without charge for all minor ailments 
and referred to local physicians when medical care is required. 


CONCLUSION 


The personnel activities that have been outlined here have been de- 
signed to meet the needs of a group of employees engaged in a specific task. 
The employees are relatively young, well educated, and recently established 
in a city distant from their former residences. The work to which they 
are assigned requires meticulous accuracy and is repetitive and routine in 
character. Both the tangible and intangible results of these personnel ac- 
tivities are clearly evident. The morale and interest of the working force 
are good. Employee relations are especially harmonious despite an earlier 
controversy (June, 1937). ‘Tangible results are measured in production 
statistics and in operating costs. Production is now proceeding in rigid 
conformity with a 90-day operating cycle. And finally, the employee earn- 
ings accounts are maintained at an annual cost of less than 20 cents per 
account. When this is added to all other costs of administering old-age 
insurance—from the collection of taxes to the payment of monthly annui- 
ties to retired workers—the administration consumes less than six cents of 
each dollar collected in payroll taxes for the provision of old-age security. 








ADAPTING PERSONNEL PROGRAMS TO CURRENT 


_LABOR LEGISLATION 


By RUSSELL L. GREENMAN 
McKinsey, Wellington & Company 


What is the role of the company lawyer in personnel management? Even in well- 
managed organizations, disputes over problems of compliance with labor laws 


occasionally arise between lawyers and personnel men. According to Mr. Green- 
man, both should have equally important seats at management's council table—but 
the lawyer should act in a chiefly consultative capacity, while on the personnel spe- 
cialist should devolve the actual operating adjustments required by the legislation. 


yp nde disputes these days are not always confined to con- 
flicts between rival labor unions. Even in the best run corporations, 
conflicts occasionally arise between lawyers and personnel men. When they 
do occur, such disputes are usually caused by differences over problems of 
compliance with labor legislation. 

Are lawyers usurping the functions of personnel management? Are 
professional personnel men likely to be crowded out of the picture if the 
present trend toward increased governmental control over labor relations 
continues? These are questions of real concern to men seeking a perma- 
nent career in the field of industrial relations. If personnel men are really 
on top of their job, they should have no cause for apprehension. There 
will always be a vital place for them, and for lawyers too, as long as the 
Government continues to exercise any control over terms of employment 
in private enterprise. 

If there be any cause for worry among personnel men, it is the task 
of convincing management that they can function as effectively in advising 
on the operating adjustments required by legislation as can the lawyers in 
advising a company on its legal obligations to its employees. 

Personnel men should bear in mind the fact that government regula- 
tion of other phases of corporate operations has not resulted in lawyers’ 
assuming control over management functions. The Securities and Exchange 
Act, for example, has not made it necessary for attorneys to assume the jobs 
of treasurer in all corporations. Just because the Robinson-Patman Act 
makes illegal certain forms of price policies, the lawyer does not have to 
take over the position of sales manager and deal with every buyer who 
wants to purchase some of a company’s products. The function of legal 
counsel is to tell the management what the rules are. It is then the duty 
of the treasurer, the sales manager, or the industrial relations director to 
determine methods of operating within the rules. , 

Merely to list the principal Federal statutes that affect labor relation- 
ships is enough to show the magnitude of the compliance problem for the 
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ypical corporation. ‘There are, for example, the Byrnes Anti-Strikebreaker 
Act of 1938, and the recently resurrected Anti-Conspiracy Act of 1870, both 
bf which, in effect, provide criminal penalties for violation of certain terms 
bf the Labor Relations Act. Then there is the Walsh-Healey Act, which 
js now being so construed and administered as to present acute personnel 
problems for companies supplying goods to the Government. This law 
will assume progressively greater importance as and when the Secretary of 
Labor promulgates special wage rates for all the industries from which the 
Government obtains any substantial amount of goods. There is no top 
limit on the minimum wage rate that may be prescribed by the Secretary 
of Labor for any industry. 

The Social Security Act presents other difficulties for personnel men. 
It is hard enough to try to adapt existing pension and dismissal compensa- 
tion plans to the patterns of the Federal old-age insurance system and to 
the manifold requirements of state unemployment compensation laws. It 
is even harder to predict the nature of the changes that may be made in 
these governmental benefit systems. Another task for personnel men in- 
volves ascertaining that no hardship results to individual employees from 
the efforts of accountants and lawyers to lessen payroll tax liability by 
taking advantage of the loopholes in the tax regulations to classify such 
persons as independent contractors rather than employees. 


WAGE-HOUR COMPLIANCE PROBLEMS 


Of course, the latest headache for both company lawyers and personnel 
men has been the Wage-Hour Act (Fair Labor Standards Act of 1938). 
There has been plenty of work for both professions in deciding how to 
adapt personnel programs to the terms of this statute. Here, cooperation 
rather than conflict should be the rule. 

The Wage-Hour Act is most noted for its ambiguities and uncer- 
tainties. Assuredly it is the task of the lawyer to advise management as 
to what it can and cannot lawfully do, and what it must do, in order to 
comply fully with the law. But it should not be the function of the at- 
torney to decide what specific wage rates should be established, or what 
‘readjustments in the work week should be made, so long as the require- 
ments of the statute are wholly observed. 

The services of both the lawyer and the personnel executive are needed 
in determining the proper disposition of borderline cases involving em- 
ployees who may or may not be held to be engaged in a professional or an 
executive capacity, as these terms have been interpreted by the Administra- 
tor. Perhaps the lawyer may wish to take advantage of the opportunity 
afforded under the statute to obtain a special ruling from the Wage and 
Hour Division. If he does, he will be well advised to work closely with 
the personnel department in developing detailed job descriptions for use 
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in demonstrating that certain individuals are in fact engaged in the kinds 
of work that would exempt them from overtime requirements. Here, too, 
it is the function of the personnel executive to decide whether or not it 
would be good policy to refrain from paying overtime compensation to 
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certain classes of exempt employees whose regular salaries might be lower] (00 | 


than some of those who are considered subject to the law. 

Again, a company attorney might advise the management that it has 
the right under the Wage-Hour Act to make a general wage reduction of, 
say, 10 per cent, to offset some of the increased labor cost incurred by a 


sen 1 
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forced reduction in the standard work week. This may be perfectly sound oa 


legal advice. That is for the lawyers themselves to determine. The ques. 
tion remains, however, as to whether it would be good personnel policy 
to reduce wages for such a purpose. What would be the effect on the 
morale of the men concerned? Would the wage cut cause slow-ups and 
decrease operating efficiency? Would it precipitate a strike or a union 
organizing campaign? The sagacious lawyer would not even consider an- 
swering these esoteric questions. ‘These are matters on which the advice of 





the personnel man alone should be sought and followed. 


EXCEPTION TO OVERTIME REQUIREMENTS 
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If the management of a company is considering the advisability of the 
taking advantage of the provisions of the Wage-Hour Act which permit of 
overtime without additional compensation under certain circumstances, the hay 
company lawyer certainly should be brought into the picture. There are} 
real jokers in the terms of Section 7 of the Wage-Hour Act, under which sid 


overtime compensation requirements may be waived for employees operat 
ing under agreements limiting work to 1000 hours in a six-month period 
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or 2000 hours on an annual basis. To be acceptable to the Wage-Hour | ill 
Administration, such agreements must be negotiated with representatives be 


certified by the National Labor Relations Board as the bona fide repre 
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sentatives of the employees concerned. The Board has imposed conditions of 


for certification which may be found most onerous by many companies 
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Its regulations should be closely scrutinized by company lawyers before} ®* 


an attempt is made to negotiate agreements of this sort. 


tr 
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Moreover, there is the question of the meaning of the phrase “on an " 
annual basis.” If the Wage-Hour Administration holds to its present posi-| ™ 
tion of construing this term as meaning the guarantee of 52 weeks’ work or} “ 


its equivalent in pay, some companies may find they have incurred heavy 


contingent liabilities by reason of negotiating agreements for a 2000-hour : 
maximum work year without meeting all the conditions imposed upon; “ 


them by the law. 


Even if a company finds it feasible to meet the legal requirements for t 
agreements which permit partial exemption from paying overtime compen- . 
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sation, consideration still must be given to basic personnel questions, If 
a plant is well organized, union officials may object to any arrangement 
whereby employees are forced to work more than the standard daily hours 
without receiving overtime pay at a higher rate. Individual employees, 
too, may object, rightly or wrongly, to an arrangement which seems to les- 
sen their daily earnings, even though in the long run it may give them 
higher annual earnings. To ascertain and evaluate employees’ attitudes is 
certainly a job for the personnel man, and not for the lawyer. 


WAGNER ACT PROBLEMS 


While the Wagner Act has been on the statute books for more than 
three years and a half, new ground is constantly being broken by decisions 
of the National Labor Relations Board. ‘These continually raise fresh 
labor problems for companies that are within the reach of Federal regula- 
tion. 

For example, some companies are discovering to their astonishment that 
henceforth they may be obliged to bargain collectively with spokesmen 
for a union to which none of their own employees belong. That sounds 
ridiculous. It is ridiculous. The Labor Relations Act was supposed (so 
practically everyone thought) to assure to the employees of every company 
the right to representation through an organization selected by a majority 
of the employees. Not so, says the Labor Board. If a group of companies 
have been in the habit of dealing with a union collectively through an 
organization of its own, such as a trade association, then the Board con- 
siders itself to have the power to place all employees of every company in 
that group into one large bargaining unit. In other words, the bargaining 
unit may embrace all employees of as many as 50 different companies. To 
illustrate: The majority of the total number of employees in 50 companies 


| belonging to a trade association may wish to be represented by an A. F. of L. 


union, but in Company X, for instance, the employees may all be members 
of a CIO union. That does not matter in the eyes of the Board. If 
the employer in Company X has allowed himself to be represented in ne- 
gotiations with the A. F. of L. at previous times by a spokesman for the 


| trade association to which he belongs, this is enough, so the Board contends, 


to deprive his employees of their right to representation through a labor 
union of their own preference. Bureaucratic interference could hardly be 
carried to a more nonsensical point. 

To refer further to the situation concerning multi-employer units, 
some companies may wish to take advantage of this recently discovered 
loophole in the Wagner Act in order to enter into union negotiations on 
an industry-wide scale. If competent industrial relations advisers are on 
the job, however, they will wish to weigh the advantages and drawbacks 
of substituting uniform standards for the separate standards of wages, hours, 
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and the like, that perhaps can be more advantageously maintained by in. 
dividual companies and adapted to their own peculiar conditions and cir. 
cumstances. 

Unless a large corporation has a legal staff of sufficient size to permit 
several attorneys to be assigned exclusively to following current develop. 
ments under the Wagner Act, the industrial relations staff ordinarily has 
to assume responsibility for assuring 100 per cent compliance with this 
statute. Indeed, it should accept and fulfil this responsibility in coopera- 
tion with the lawyers, no matter how well staffed the legal department 
may be. 


FOREMEN UNDER THE WAGNER ACT 


As construed by the Labor Board, the Wagner Act imposes obligations 
on every person possessing supervisory authority in a company that is sub- 
ject to that law. The casual remark or the thoughtless action of the lowest- 
ranking gang-boss is considered by the Board to have the same status and 
effect as though it were deliberately made by a major executive. That is 
to say, all supervisors, from working foremen to general managers, are con- 
sidered to be company spokesmen. Their company is held liable for any 
action on their part that could be construed as illegal interference with 
the employees’ rights of self-organization. 

The record of Labor Board proceedings is replete with cases in which 
minor supervisors ignorantly and innocently engaged in unfair labor prac- 
tices which imposed great expense and embarrassment upon their com- 
panies. Sit-down strikes and other prolonged labor disturbances have fre- 
quently followed the discharge of individual workmen when effected for 
reasons which seemed to labor unions to be based upon the supervisors’ 


desire to discriminate against their organizations. The foreman who fires 


a member of a CIO union for making a sales talk on company time may 
think he is acting entirely within the law, particularly if there is a company 
rule against doing personal business during working hours. Perhaps the 
discharge of a workman for such a reason may be legal. But the Board 
is quite likely to hold that an unfair labor practice has been committed, 
especially if the same foreman has allowed other employees to undertake 
personal business of other kinds while on the job. 

How is the entire supervisory force to be kept informed as to the re- 
quirements of the Wagner Act that must be fully met in all relations with 
employees? The companies that are playing safe and taking no chances 
of falling into the unsympathetic clutches of the Labor Board have assigned 


competent members of their industrial relations staffs to the full-time task | 


of closely scrutinizing all Board decisions and court rulings. Whenever 
novel points appear or new interpretations are made, these staff men, in 
collaboration with attorneys, see to it that every supervisor is given proper 
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instruction as to the specific forms of conduct to avoid and as to what cur- 
rently are considered to be permissible kinds of statements or actions. 

It is unfortunate that industrial corporations have to comply with a 
law which is so complex and ambiguous as to require them to incur the 
cost and inconvenience of supplying constant instruction on supervisors’ 
rights and duties thereunder. The cost of maintaining facilities for in- 
struction may loom large in relation to the return to be achieved. And 
yet the expense of defending a company in proceedings before the Labor 
Relations Board, or complying with its “remedial” orders if violations be 
found, is usually so great as to justify a reasonable investment in preventive 
instruction. 


THE LAWYERS’ ROLE 


Because of the restrictions on management conduct imposed by the 
Wagner Act, it is usually desirable for lawyers to be in frequent consulta- 
tion with the management representatives who are engaged in negotiating 
with any labor organizations. It does not follow, however, that attorneys 
should do the actual negotiating for the company. Maintenance of mu- 
tually satistactory relations between management and unions is much more 
than a matter of full and complete technical compliance with law. Suc- 
cessful dealing with unions is an art in itself. It is a logical extension of 
the duties of the personnel profession. Under most circumstances, the com- 
pany executives who are specially trained to recognize and adjust employee 
grievances, to develop sound personnel policies, and to maintain intimate 
daily contacts with the men on the job, are vastly better qualified to nego- 
tiate for management, or act as advisers to management, in dealings with 
unions than are members of the legal profession, no matter how versatile 
the latter may be. 

With ironic inconsistency, union officials frequently object to having 
any dealings with attorneys as representatives of management. Of course, 
the question of who represents the management should be of no more con- 
cern to them than it should be the concern of the management to dictate 
what kind of individuals should serve as spokesmen for employees. Never- 
theless, there is a practical basis for their common opposition to dealing 
with lawyers. They feel, and with justification, that lawyers are inclined to 
look at legal technicalities in contractual relations rather than to give proper 
regard to the human considerations that are the subject of collective 
bargaining. 

There may be another reason, and an even more cogent one, for the 
hostile attitude of union officials toward the legal profession. As one ex- 


| perienced attorney has put it: “Lawyers are usually too clever to let union 


officials get away with what they might be able to put over on management 
otherwise.” 
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In some companies attorneys are successfully functioning as in- 
dustrial relations directors. These executives combine rare talents 
and unusual experience. It does not follow, however, that the excep- 
tion should be made the rule. In most sizable corporations the top 
executives should have both attorneys and personnel directors as ad- 
visers on practical compliance with labor laws. What their titles may 
be is of little consequence so long as both have equally important seats 
at the management council table. 


MODERN EXECUTIVE TECHNIQUE 
By C. W. MASON and GLEN U. CLEETON 


In the May, 1935, issue of PERSONNEL an article appeared by these authors 
entitled “What Is Executive Ability?” This article was widely quoted 
and was subsequently reprinted because of its practical value. The article 
included in the present issue of PERSONNEL is equally important because it 
serves to emphasize the strategic importance of the executive in the business 
organization. Mr. Mason is associated with the Carnegie Library of Pitts- 
burgh, while Mr. Cleeton is with the Carnegie Institute of Technology in 
the same city. 


I 


a success of business and industry of tomorrow depends more 

upon increased executive efficiency than any other single factor. 
Rapidly changing conditions make necessary a continuous process of 
growth in vision and judgment of the men entrusted with executive 
responsibilities. The day of the hardboiled, domineering, slave-driv- 
ing executive is about over. Men of the latter type will probably con- 
tinue to appear here and there in executive positions for some time 
to come, but such men cannot succeed in competition with the modern 
executive. 

The complexity of giant industrial organizations makes it impos- 
sible for any one man to know all that is necessary for successful op- 
eration of such organizations. The knowledge and judgment of many 
minds is required to carry forward the numerous activities involved 
in modern business enterprise. It is necessary, therefore, to establish 
a state of morale within a large organization which will insure the 
close cooperation of the whole personnel. 

It seems certain that the conference method of administration 
and control will be more widely used by executives in the future than 
it is at present. Mere size of industrial organizations makes indi- 
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vidualism less and less effective. This does not mean that the power 
of the executive will be lessened; on the contrary, the group confer- 
ence method increases his power. The executive in using this method 
increases his power in that its use encourages employees to think and 
work with him instead of merely working for him. 

Industry is depending more and more on specialists, and this 
tendency must increase in the future, for all fields of knowledge are 
becoming more complex. Management in the future will be con- 
fronted with problems requiring the coordination of numerous di- 
vergent forces and the constructive blending of these forces. Merely 
placing bricks in a pile does not make a house. Nor does the as- 
sembling of a group of specialists produce a functioning organization. 
The executive is charged with the responsibility of fitting together 
the activities and products of specialized workers into a cohesive 
unit of production. He must be a specialist in coordination, other- 
wise the value of the contribution of the technicians and other spe- 
cialists cannot be fully realized, Usually this can best be done through 
the application of the conference method. 


THE CONFERENCE METHOD 


Many industrial concerns have experimented with the conference 
method with varying results. The conference idea has suffered 
greatly in a few instances at the hands of its friends. It is not a 
magic formula that will work wonders. It requires intelligent under- 
standing of all participants, and costs much in patience, earnest effort, 
and sacrifice of prejudices. But the method has demonstrated that it 
is worth all that it costs. 

Satisfactory use of the conference method necessitates the obser- 
vation of certain basic principles. These, briefly stated, are: 

1. The conference group should be neither too small nor too 
large; groups of less than six, or more than fifteen, function 
unsatisfactorily. If too many persons are included in a con- 
ference group, all cannot participate; while too small a 
group does not provide the variety of experiences and dif- 
ferences in points of view essential to constructive discussion. 

2. Group thinking is the objective of the conference method. 
Open-mindedness therefore is a prime requisite. A confer- 
ence is not a debate or forum. Arguments and debates re- 
sult either in the imposition of one man’s opinion on the 
group or in a compromise. A successful conference is one 
in which every member participates and one which produces 
results that are more than the sum of the ideas brought 
forward in the discussion. 
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Little progress can be made in a conference discussion un- 
less there is a vital interest common to all members of the 
group. Matters of fact are not determined by discussion; 
experts should be called on for such material. Conference 
groups can only discuss intelligently the bearing of facts on 
management problems; they cannot develop the facts. 
Variety of experience with the common problem is needed. 
A conference participated in by like-minded and _ like-ex- 
perienced persons brings forth nothing but a consensus of 
similar opinions. In a conference, all angles of a problem 
should be discussed. In the beginning it may be unwise to 
have men and management meet together. Until employees 
become accustomed to conference procedures, they may 
be afraid to express themselves freely before the “big boss.” 
It is the task of management, as represented by the confer- 
ence leader, to show the representatives of its workers the 
necessity of having management’s point of view and the 
wisdom of talking the problem over together. 

Occasional or sporadic conferences are of little or no value. 
The solution of problems through conference methods re- 
quires continuity of attack in order that orderly thinking 
may be stimulated. If a subject is worth discussing, it is 
worth an hour a week. It will be found that conferences 
in a continued series become progressively more productive. 
The time between sessions gives opportunity to think and 
observe, and enriches each subsequent conference. 

Many of the procedures useful in the management of in- 
dustrial enterprises are most effective if they are built from 
the ground up. ‘The conference method is not. It cannot 
work with foremen or labor if the attitude of management 
is not right. Therefore, the application of the conference 
method should start at the top and gradually work down. 
In this way a better understanding and a more harmonious 
working relationship can be established which will be worth 
many times the patience and effort needed to bring it into 
existence. 

Leadership in conference discussions is absolutely necessary, 
but the kind of leadership displayed may either wreck a 
conference or make for its success. The leader should know 
more about the problem to be discussed than the group, but 
he must be willing to learn from and with the group, and 
must refrain from imposing his views. The leader’s true 
function is to stimulate thinking. Questions are more valu- 
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able for this purpose than statements. Skill as a leader can 
be acquired by patience, practice, and earnest study. The 
skilful leader draws out the experience of the group, helps 
to integrate the conflicts of opinion, and encourages creative 
thinking that makes for better understanding and harmony. 


II 


The executive of the future must not only confer with his minor 
executives and his superior officers, but must also be able to stimulate, 
control, and direct the mental powers of his employees. One satisfac- 
tory method of doing this is through the use of a suggestion system. 
A suggestion system not only makes possible the utilization of human 
intelligence but also serves as a method of building morale. Like 
the conference method, the suggestion system is not a form of magic; 
it is only a tool which, when properly used, will enable management 
to perform a profitable service by exploiting the minds of its em- 
ployees. By exploiting, we do not mean that management should 
abuse or take unfair advantage of employees; we mean the location 
and use of talents, now wasted, for the benefit of the individual and 
in the interest of both workers and management. 

A suggestion system is not self-operating; it must be managed. 
The experiences of a number of organizations which have made use 
of suggestion systems should be considered when instituting such a 
plan. From these experiences, some helpful conclusions may be 
drawn. Above all else stands the necessity for confidence. Unless 
the workmen have confidence that they will receive fair treatment at 
the hands of management, the suggestion system breaks down. Fairly 
operated, however, the suggestion system itself has often been used to 
develop a more sympathetic feeling of confidence between employees 
and management. Management must demonstrate its good faith. If 
confidence is at a low ebb when a suggestion system is installed, re- 
sults will be slow and special effort will be required to overcome re- 
sistance to the idea, but it may be the best means of re-creating har- 
monious relations. 

In instituting a suggestion system, the plan must be announced 
to the employees in such a way as to secure enthusiastic cooperation. 
Cards placed in pay envelopes have proved to be quite satisfactory 
for this purpose. Any device which permits an idea to progress from 
the worker to an executive and which results in prompt and satisfac- 
tory recognition of the value of the worker’s effort is a suggestion 
system. The suggestion system is not a box or poster, although these 
may be valuable accessories. 

Payment for suggestions should be made either in terms of a 
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certain amount for each suggestion accepted or a percentage of the 
savings or profits resulting from the application of the idea. 

Care must be taken to make employees feel sure that their ideas 
go directly to the management without going through the hands of 
foremen or minor officials. If suggestions are deposited in boxes, a 
high-ranking official of the company or his representative should be 
the person or persons to take possession of the suggestions. 

It is better to have a committee to pass on suggestions than to 
have action taken by one individual. The handling of suggestions 
that are considered impractical by the company is of the utmost im- 
portance. Many concerns have failed in the use of the suggestion 
system by ignoring this point. Any employee who suggests an idea 
thinks it is good, and unless he is interviewed and told just why his 
suggestion is not practical, he is likely to assume a disgruntled atti- 
tude. Some companies have made the mistake of having those whose 
suggestions were rejected interviewed by the personnel director, while 
those who were to receive pay for their ideas were contacted by the 
president or treasurer. Such discrimination results in difficulty. ‘The 
men soon learn the system and do not go to the personnel director 
when their number is posted. Many valuable ideas are thus lost for 
lack of a sympathetic interview by those distinctly representing the 
management. Interviews often bring to light excellent ideas which 
lie at the base of a poorly presented suggestion. Failure to inter- 
view may result in lowered confidence in the system and _ lessened 
morale. Both the accepted and rejected suggestions should all be 
handled by a high-ranking official of the company. 

The present-day executive faces a bewildering array of systems 
and techniques of control which were undreamed of a decade or so 
ago. Many of these, such as the conference method and the sugges- 
tion system, are demonstrating their value in aiding the executive in 
coordinating his forces and improving methods of operation. Some 
management schemes are so cumbersome and complex that their ap- 
plication introduces more and more red tape. Simplification of al- 
ready existing systems is often more seriously needed than the in- 
troduction of more routine. 

Modern executive technique requires the use of various statistical 
devices and systems of control. Executive capacity, however, is more 
adequately shown by the ability to properly evaluate a scheme or 
system than in the institution of new devices of control, Technique 
is a means to an end, and great care should be exercised to insure 
that one does not become a slave to a system, rather than its master. 
Regardless of the scheme or system, the progressive executive must 
be ready to discard or replace any technique which does not preve 
economical and efficient. 
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